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Visit the ADT Exhibit 
Booth 958 


Plant Maintenance and 
Engineering Show 
Chicago 
January 27-30, 1958 


A pioneer in the manufacture of automo- 
tive parts, Warner Machine Products. Inc., 
uses a combination of ADT Automatic 
Protection Services to stand watch over 
its two modern plants housing the newest 
and finest machinery for producing auto- 
mobile water pumps and other specialties. 

Protection for the plant pictured above 
consists of ADT Central Station Aero 
Automatic Fire Alarm, CO. Alarm, Bur- 
glar Alarm, and Heating Supervisory 
Services. A second plant, located nearby, 
is protected by ADT Central Station Aero 
Automatic Fire Alarm, Burglar Alarm, 
and Heating Supervisory Services. 

Like Mr. Johnson, thousands of busi- 


WARNER MACHINE PRODUCTS, INC. 


MUNCIE, INDIANA 


protects its property 
gets better FIRE and 
BURGLARY protection and 
saves $4,500 2 year. 


To assure continuance of our fifty-six years of service to the auto- 
motive industry, we sought the best means of guarding against 
production stoppages. We have found that ADT Automatic Pro- 
tection gives us greater security against fire, burglary and other 
hazards than previous methods and, incidentally, saves $4,800 


ZX 


@ year. 


President 


ness executives employing ADT Auto- 
matic Protection endorse such services 
because they know from actual experience 
that they give greater security for prop- 
erty, profits and employees’ jobs than can 
be obtained otherwise, and at less expense. 


May we show you what ADT can do tov you? 


Whether your premises are old or new, 
sprinklered or unsprinklered, an ADT 
specialist will be glad to show how combi- 
nations of automatic services can protect 
your property. Call our local sales office if 
we are listed in your phone book; or write 
to our Executive Office. 


Controlled Companies of 


AMERICAN DISTRICT TELEGRAPH CO. 
A NATIONWIDE ORGANIZATION 
Executive Office: 155 Sixth Avenue, New York 13, N. Y. 
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OFFICERS OF ASIM 


JOE T. PARRETT, President 
Carnation Company 


H. STANLEY GOODWIN, Ist Vice-President 


McKesson & Robbins, Inc. 


W. HOWARD CLEM, 2nd Vice-President 
Schlumberger Well Surveying Corp. 


RAYMOND V. BRADY, Secretary 


The Chase Manhattan Bank of New York 


GEORGE A. MEARNS, Treasurer 
Sunshine Biscuits. Inc. 


REGIONAL VICE-PRESIDENTS 
R. F. BOETTCHER 
Geo. A. Hormel & Co 


B. M. HULCHER 
Southern States Cooperative, Inc 


R. W. LOW 
Westinghouse Electric Company 


D. C. MORRIS 
Chance Vought Aircraft. Inc. 


T. V. MURPHY 
Maryland Shipbuilding & Drydock Co 


CHARLES H. THIELE 
Federated Department Stores 


A. G. WESTCOTT 
Union Ice Company 


DIRECTORS 
STANLEY B. ADAMSON 
U. S. Printing & Lithograph Company 


BARNEY E. CARNES 
Delta Air Lines. Inc 


ROBERT CONE 
General Motors Corporation 
D. W. COVEY 
LeTourneau Westinghouse Company 


CHARLES G. GOULD 
Bay State Abrasive Products Company 


CASIMIR Z. GREENLEY 


International Minerals & Chemical Corp 


J. G. HARPER 
Northern Electric Company, Ltd 


FRANK A. HUNTER 
Eastern Gas & Fuel Associates 


EMERSON C. LASATER 
Rosenberg Brothers & Co. 


W. D. McGUINNESS 
The Port of New York Authority 


ARTHUR K. McNETT 
Jantzen Inc. 


WILLIAM A. MILLER 
Richfield Oil Corporation 


HORACE V. NOLAND 
M. F. Patterson Dental Supply Co 
of Minn. 
FRANK W. PENNARTZ 
Food Fair Stores. Inc. 


M. C. PETERSON 
Wisconsin Electric Power Company 


J. DONALD PRINCE 
The Hecht Company 


T. T. REDINGTON, Jr. 
Dresser Industries. Inc. 


PAUL G. STICKLER 
Reyno!ds Metals Company 


E. C. STOKELY 
Dow Chemical Company 


EX-OFFICIO DIKECTORS 


B. E. KELLEY 
United States Plywood Corporation 


GEORGE E. ROGERS 
Robert Gair Co.. Inc., 
Division of Continental Can Co. 
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CORPORATE INSURANCE MANAGEMENT 


Linda Burke, Editor 
Eight West Fortieth Street, New York 18, N. Y. 


We Feuor 


Montreal Insurance Buyers Association, the only Canadian chapter of the 
American Society of Insurance Management, Inc. 


Although this is one of the latest chapters to affiliate with ASIM, it has 
contributed a great deal to the association, bringing into membership some 
of the best and well-informed corporate insurance managers in America. 


ASIM is proud of its Canadian member companies and extends a warm 
greeting to all of them. 


the cover 


Details of a master plan that will eventually transform 21 acres of Mon- 
treal’s heartland into a striking business, commercial and entertainment centre 
were made public recently by Donald Gordon, prseident of Canadian National 
Railways, and William Zeckendorf, president of Webb and Knapp (Canada) Ltd. 

Towering above the surrounding buildings, the dramatic glass-and-metal 
cruciform building will rise 550 feet above Place Ville-Marie to bring a new 
look to the Montreal skyline. 


We Are On The Go... 


Where? 8 West 40th Street 
New York 18, N. Y. 
When? January 2, 1958 


How? By All Available Hands 
Why? We Are Busting Out of Our Seams 


The new offices of the American Society of Insurance Management, 
Inc., and The National Insurance Buyer are open to friends and mem- 
bers. Please note our new address. 


The Welcome Mat Is Out to You. Telephone OX 5-1677 


The National Insurance Buyer, official publication of the American Society 
of Insurance Management, Inc., does not assume responsibility for the 
points of view or opinions of its contributors. It does accept responsibility 
for giving them an opportunity to express such views and opinions in its 


columns. 

The National Insurance Buyer, published bi-monthly as the official publication of The American Society of 
lusurance Management, lic., 8 West 40th Street, New York 18, New York. Linda Burke, Editor. Copyright 
1958 by the American Society of Insurance Management, Inc. Subscription $5.00 a year. Advertising rates 
on request. 
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He Won't Give You “Automatic” Answers 


New electronic devices can perform operations as complicated as predicting election 
results, yet they could never perform the job of the man above. 


He’s a Johnson & Higgins account executive, and he helps solve the insurance problems 
of commercial and industrial organizations. To this complex and variable task, he 
brings his own seasoned judgment—and that of several hundred other J&H specialists 
trained in every facet of the insurance business. He is also a craftsman, who welcomes 
the challenge of designing original insurance contracts to meet unique requirements. 


Whether your organization is large or small, you can draw on all the resources of J&H 
to help you secure economical corporate insurance cut to your corporate needs. Year 
after year J&H service, backed by complete insurance brokerage facilities, has proved 
an asset to business firms throughout the world. 


JOHNSON & HIGGINS 


INSURANCE BROKERS—AVERAGE ADJUSTERS 
EMPLOYEE BENEFIT PLAN CONSULTANTS 


63 WALL STREET: NEW YORK 5 


Chicago - San Francisco - Los Angeles » Detroit + Cleveland - Philadelphia - Pittsburgh - Buffalo 
Seattle Wilmington - Minneapolis - Atlanta Vancouver Winnipeg Montreal Toronto - London 
Havana + Rio de Janeiro - Sao Paulo » Caracas + Curitiba 
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Montreal Insurance Buyers Association 


A Chapter of the American Society of Insurance Management, Inc. 
by 
J. G. Harper — President 


One day in 1950 during an 
A.M.A. Insurance Seminar in New 
York, Harry E. Goodell, then of 
Western Electric Company Incor- 
porated, (and president of the Na- 
tional Insurance Buyers Associa- 
tion), and John G. Harper of 
Northern Electric Company, Limit- 
ed had lunch together. During the 
lunch the seed was planted which 
resulted in the formation of the 
Montreal chapter of the American 
Society of Insurance Management 
Inc., in 1956. 

Following discussions with the 
officials of the American Society 
of Insurance Management in New 
York in 1956 a meeting of a group 
of Montreal insurance buyers took 
place in January 1957 to consider 
the desirability of forming a group 
which would become affiliated with 
the American Society of Insurance 
Management. It was decided at 
that meeting to ask the American 
Society of Insurance Management 
to arrange for one of its members 
to come to Montreal to speak to 
the group about the Association. 

As a result of this request Stan- 
ley Goodwin, at that time 2nd Vice- 
President of the American Society 
of Insurance Management, Inc. 
came to Montreal and spoke to the 
group in February and from that 
time the Montreal chapter came 
into being, although its official 
affiliation as a chapter of the 
American Society of Insurance 
Management commenced on June 
1, 1957. 

Montreal is the largest city in 
Canada with a population of ap- 
proximately 1,600,000, the second 
largest port in North America and 


Officers of Montreal Insurance Buyers Association, ASIM: Left to right: H. H. (Bob) Cowan, Vice- 
President, John G. Harper, President, Glen Buchanan, Secretary-Treasurer. 


the second largest French speak- 
ing city in the world. All of which 
makes Montreal an industrial cen- 
tre of prime importance. 


Montreal was founded in the 
year 1643 by Paul de Chomedy, 
Sieur de Maisonneuve on an island 
situated in the valley of the St. 
Lawrence river. Because Montreal 
was once part of New France, ap- 
proximately two-thirds of the city’s 
population are of French origin 
who retain the language and many 
of the customs brought from 
France more than three centuries 
ago. 

The St. Lawrence River, the 
Laurentian plateau and the Lau- 
rentian hills are filled with actual 
and potential wealth, a reservoir 
of hydro-electric power  unsur- 
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passed anywhere, one of the larg- 
est forest stands in the world and 
extensive areas rich in minerals. 


Montreal retains much of the 
past, but it is continually growing 
and changing to meet the needs of 
its expanding economy. The city is 
the hub of an increasing number 
of industrial plants and commer- 
cial establishments. 

The membership of the Montreal 
chapter is representative of the 
area’s economic activities. The 
members show a diversification of 
interests ranging from raw ma- 
terials and manufacturing to re- 
tail food distribution. The chapter, 
in its first year, is feeling its way 
and the membership is gradually 
expanding. 

(More on page 4) 
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Montreal 
(From page 3) 


The first fall meeting of the 
Association took place in October 
and meetings are being held 
monthly. The 1957-1958 programme 
consists of alternating speakers and 
half-day seminars. The speakers 
are drawn from prominent mem- 
bers of the insurance industry in 
Montreal, while the seminars are 
led by members of the chapter. 

The growth of Canada and of 
Montreal assures that there will 
be continued interest in insurance 
and its many problems and it is 
hoped that the Montreal chapter 
will be followed by other chapters 
in the principal cities of Canada. 

The present officers of the Mon- 
treal Insurance Buyers Association 
are: J. G. Harper, president, 
(Northern Electric Company, 
Limited); H. Cowan, vice-presi- 
dent, (Steinberg’s Limited); and 
Glen Buchanan, secretary-trea- 
surer, (The Shawinigan Water & 
Power Company). 


Officers of ASIM and NAIC 
Hold Joint Meeting in 
New York 


A joint meeting of representa- 
tives of the American Society of 
Insurance Management, Inc., and 
the National Association of In- 
surance Commissioners was held 
during the recent convention of 
NAIC in New York City. 

Representing ASIM were: B. 
E. Kelley, Chairman of the Ex- 
ecutive Committee and _ past 
president; H. Stanley Goodwin, 
Ist vice-president; and Peter A. 
Burke, Managing Director. 

Representing NAIC’ were: 
President Joseph A. Navarre, 
Michigan; Vice-President Arch 
E. Northington, Tennessee; Sec- 
retary-Treasurer J. Edwin Lar- 
son, Florida, and Chairman of 


Executive Committee Paul A. 
Hammel, Nevada. 


The purpose of the meeting, 
which was arranged by Paul 
Hammel, Chairman of the Exec- 
utive Committee of NAIC, was 
to discuss a closer relationship 
between the two organizations. 
It was recognized that there are 
many problems which confront 
the members of both organiza- 
tions which could be resolved 
by mutual cooperation. President 
Navarre stated that the Com- 
missioners would welcome the 
opportunity to discuss corporate 
insurance problems with ASIM’s 
newly approved Industry Com- 
mittee. He extended a cordial 
invitation to representatives of 
ASIM to attend zone meetings 
and national conventions for the 
purpose of presenting views on 
matters scheduled for discussion. 


Fire 


over fifty years. 


Casualty 


Marine 


Fidelity and Surety Bonds 


Life, Accident and Health 


BROWN, CROSBY & CO., INC. 


Serving insurance needs of Industry and Individuals for 


Complete Brokerage Service for all types of Insurance. 


Pensions and Group Coverages 


96 Wall St., New York City 


Hanover 2-8400 
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whe SILENCE Sorcame ! 


You're at your desk when suddenly you hear it 
. . . dead silence in the plant! It screams a warning 
that something is wrong. Power has died, wheels 
have stopped turning, production is down! 
It may be a boiler, a turbine, a transformer that 
has failed. Perhaps its failure could have been pre- 
a * vented. It’s being done every day by Hartford Steam 
Boiler, where accident prevention has been a vital 
part of Engineering Insurance since 1866. 
Engineering Insurance works to help you keep 
power alive. BEFORE the policy is issued, Engineer- 
ing develops information regarding the physical con- 
dition of the objects to be insured — enables your 
agent to “see” the risk and suggest coverage tailored 
to your needs. 


Your H.S.B. Engineer. 

ing Insurance can be 

tailored to meet your 
4 needs. 


THE HARTFORD STEAM BOILER 


NSPECTION 


AND INSURANCE COMPANY 


Hartford 2, Connecticut 


Remember, INSPECTION is our middle name 


DURING the life of the policy, Engineering in- 
spections search for signs of faulty conditions in 
insured objects and suggest ways to prevent accidents. 
This service often prolongs the useful life of power 
equipment. 

AFTER an accident (if one occurs) Engineering 
seeks its cause, helps plan safe and adequate repairs, 
and aids in prompt, fair settlement of claims. 

Hartford Steam Boiler’s nationwide organization 
is devoted exclusively to Engineering Insurance. 
Working out of 19 Regional Offices are a hundred 
Special Agents skilled in engineering insurance under- 
writing, and more than 600 Company Field Inspec- 
tors who inspect insured objects. Their work is aided 
and co-ordinated by the Company’s Home Office 
engineering staff. 

In Boiler and Machinery Insurance, top value 
comes from having the best in engineering service, 
aimed at helping to keep power alive. 


Your own Agent or Broker can obtain those 
extra values for you. Call him up! ... 
remember, SILENCE is not always golden! 


H.S.B. Field Inspec- 
tion services guard 
against accident to 
keep power alive. 
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Russell 


Roy Merifield, 
B.C.L., A.C.I.S. — Secretary, The 


Shawinigan Water and Power 
Company, Quebec Power Com- 
pany, St. Maurice Power Corpora- 
tion and an officer of other sub- 
sidiary and associated companies in 
the Shawninigan organization. 


Born Chatham, Ontario, June 11, 
1916. McGill University B.A. and 
High School Teaching Diploma 
1938; B.C.L. 1941; Played halfback 
on senior football team 1936-39. 
President Students Society, McGill 
University 1939. Admitted to Que- 
bec Bar, 1941. Read law with Mont- 
gomery, McMichael, Common and 
Howard, Montreal. Served in Royal 
Canadian Navy 1942-46 then re- 
turned to practice of Law in Mon- 
treal. Associated with E. B. Fair- 
banks then Robertson, Abbott 
Brierley & OConnor 1946-48. 
Joined Shawinigan Chemicals Lim- 


ited 1948 in Patent Department: 


transferred to parent Company in 
1951 in charge of Legal Depart- 
ment; appointed Assistant Secre- 
tary 1952, Secretary 1954. 


Member of Quebec Bar and Can- 
adian Bar Association. Lecturer in 
Commercial Law, Sir George Wil- 
liams College 1946-48; Lecturer, 
Faculty of Law, McGill University 
since 1951 (Company Law). Author 
of “Canadian Secretarial Practice” 
(Published by Sir Isaac Pitman & 
Sons Ltd.).. 


Associate of The Chartered Insti- 
tute of Secretaries; Chairman of 
the Canadian Intercollegiate Rugby 
Rules Commission. Member Insur- 
ance Committee and Legislation 
Commitee, Canadian Manufactur- 
ers’ Association; member, Can- 
adian Electrical Association; mem- 
ber, Board of Directors Occupa- 
tional Therapy and Rehabilitation 
Center, Montreal. 


Corporate Insurance 


by 


Russell R. Merifield 


Secretary 


The Shawinigan Water and Power Company 


Montreal, Canada 


This summary of a_ talk 
given October 16, 1957, by 
Mr. Merifield, Secretary, The 
Shawinigan Water and Power 
Company to a Conference of 
Supervisory personnel might 
be described as an exercise in 
horizontal communications. It 
was addressed to operating su- 
pervisors who ordinarily have 
little direct contact with insur- 


ance administration, The aims 
of the speaker were to arouse 
interest in insurance, to ac- 
quaint them with the Com- 
pany’s insurance program, to 
create a better understanding 
of the job of the insurance 
manager and to stress the im- 
portant contribution that oper- 
ational supervisors can make 
towards the achievement of 
effective insurance protection. 


Some Basic Principles of Insurance 


Insurance might be described as 
a scheme whereby the contribu- 
tions of many pay for the losses 
of the few. 


Insurance is based on the law of 
large numbers. If I flip a coin once 
I cannot foretell whether it will 
land heads or tails but if I toss it 
many times the number of times 
it lands heads and tails will be 
approximately equal. If I toss a 
coin a thousand times the results 
are more conclusive and more ac- 
curate than if I toss it only ten 
times. Similarly no person can pre- 
dict with certainty which property 
of a group will be destroyed by a 
catastrophe but Insurance Com- 
panies can estimate with resonable 
accuracy that if they insure a large 
number of similar properties how 
many losses there will be and how 
much the Insurance Company will 
have to pay as a result of those 
losses. 


Historical Outline of Insurance 


The application of insurance 
principles can be traced back for 
thousands of years. As men become 
more civilized and more dependent 


on one another they came to realize 
how many perils of loss they 
shared in common and that if they 
shared such losses the loss to each 
person would be relatively small. 
For example, in the Code of Kham- 
murabi, King of Babylon more 
than two thousand years before 
the birth of Christ, there existed 
a law which can be translated as 
follows: 


“If the robber has not been 
caught, the man who has been 
despoiled shall recount before 
God what he has lost and the 
City shall render back to him 
whatsoever of his was lost. If 
it was a life, the City and Gov- 
ernors shall pay one mina of 
silver to his people.” 


The Chinese are credited with 
the application of insurance prin- 
ciples centures ago. Early Chinese 
merchant shippers were troubled 
by the frequency with which their 
boast struck submerged rocks in 
going through the dangerous Yang- 
tze River. The loss of a ship and 
its cargo was a dreadful loss to any 
merchant and they realized the ad- 


(More on page 26) 
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But whatever the carrier, protect your cargoes with 
marine insurance that provides the strength, dependability 
and facilities to settle your claims promptly and fairly — 


anywhere in the world. 


Ask your agent or broker for insurance through... 


OFFICE 


isk? MARINE OFFICE or AMERICA 


123 WILLIAM STREET, NEW YORK 38, NEW YORK 


MEMBER COMPANIES: 


THE AMERICAN INSURANCE COMPANY THE CONTINENTAL INSURANCE COMPANY FIDELITY-PHENIX FiRE INSURANCE COMPANY 
FIREMEN'S INSURANCE COMPANY ¢® GLENS FALLS INSURANCE COMPANY * THE HANOVER FIRE INSURANCE COMPANY 
NIAGARA FIRE INSURANCE COMPANY 


— OFFICES— 


New York * CHICAGO * New ORLEANS * SAN FRANCISCO * HOUSTON * TORONTO 
Atlanta * Baltimore * Boston * Cleveland * Corpus Christi * Dallas * Detroit * Indianapolis * Jacksonville * Los Angeles * Louisville 
New Haven ° Philadelphia * Pittsburgh * Portland * Raleigh * Richmond °* St. Louis * Seattle * Stockton * Summit * Syracuse 


| 
& Gy 
On 
= via land 
@ 
h 
e 
e 
d 
h 
d i 
n 
® 
8 


Russell B.A.., 


Roy Mervfield, 
B.C.L., A.C.I.S. — Secretary, The 


Shawinigan Water and Power 
Company, Quebec Power Com- 
pany, St. Maurice Power Corpora- 
tion and an officer of other sub- 
Be sidiary and associated companies in 
Hei the Shawninigan organization. 


Born Chatham, Ontario, June 11, 
1916. McGill University B.A. and 
High School Teaching Diploma 
1938; B.C.L. 1941; Played halfback 
on senior football team 1936-39. 
President Students Society, McGill 
University 1939. Admitted to Que- 
bec Bar, 1941. Read law with Mont- 
gomery, McMichael, Common and 
Howard, Montreal. Served in Royal 
+ Canadian Navy 1942-46 then re- 
ae turned to practice of Law in Mon- 
oe treal. Associated with E. B. Fair- 


banks then Robertson, Abbott 

Brierley & OConnor 1946-48. 
ee Joined Shawinigan Chemicals Lim- 
ited 1948 in Patent Department: 
transferred to parent Company in 
1951 in charge of Legal Depart- 
ment; appointed Assistant Secre- 
tary 1952, Secretary 1954. 


Member of Quebec Bar and Can- 
adian Bar Association. Lecturer in 
Commercial Law, Sir George Wil- 
liams College 1946-48; Lecturer, 
Faculty of Law, McGill University 
since 1951 (Company Law). Author 
of “Canadian Secretarial Practice” 
(Published by Sir Isaac Pitman & 
Sons Ltd.). 


Associate of The Chartered Insti- 
; tute of Secretaries; Chairman of 
 @ the Canadian Intercollegiate Rugby 
 § Rules Commission. Member Insur- 
ance Committee and Legislation 
Commitee, Canadian Manufactur- 
ers’ Association; member, Can- 
adian Electrical Association; mem- 
ber, Board of Directors Occupa- 
tional Therapy and Rehabilitation 
Center, Montreal. | 
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Corporate Insurance 


Russell R. Merifield f 


Secretary 


The Shawinigan Water and Power Company 


Montreal, Canada 


This summary of a_ talk 
given October 16, 1957, by 
Mr. Merifield, Secretary, The 
Shawinigan Water and Power 
Company to a Conference of 
Supervisory personnel might 
be described as an exercise in 
horizontal communications. It 
was addressed to operating su- 
pervisors who ordinarily have 
little direct contact with insur- 


ance administration. The aims 
of the speaker were to arouse 
interest in insurance, ac- 
quaint them with the Com- 
pany’s insurance program, to 
create a better understanding 
of the job of the insurance 
manager and to stress the im- 
portant contribution that oper- 
ational supervisors can make 
towards the achievement of 
effective insurance protection. 


Some Basic Principles of Insurance 


Insurance might be described as 
a scheme whereby the contribu- 
tions of many pay for the losses 
of the few. 

Insurance is based on the law of 
large numbers. If I flip a coin once 
I cannot foretell whether it will 
land heads or tails but if I toss it 
many times the number of times 
it lands heads and tails will be 
approximately equal. If I toss a 
coin a thousand times the results 
are more conclusive and more ac- 
curate than if I toss it only ten 
times. Similarly no person can pre- 
dict with certainty which property 
of a group will be destroyed by a 
catastrophe but Insurance Com- 
panies can estimate with resonable 
accuracy that if they insure a large 
number of similar properties how 
many losses there will be and how 
much the Insurance Company will 
have to pay as a result of those 
losses. 


Historical Outline of Insurance 


The application of insurance 
principles can be traced back for 
thousands of years. As men become 
more civilized and more dependent 


on one another they came to realize 
how many perils of loss they 
shared in common and that if they 
shared such losses the loss to each 
person would be relatively small. 
For example, in the Code of Kham- 
murabi, King of Babylon more 
than two thousand years before 
the birth of Christ, there existed 
a law which can be translated as 
follows: 


“If the robber has not been 
caught, the man who has been 
despoiled shall recount before 
God what he has lost and the 
City shall render back to him 
whatsoever of his was lost. If 
it was a life, the City and Gov- 
ernors shall pay one mina of 
silver to his people.” i 


The Chinese are credited with 
the application of insurance prin- 
ciples centures ago. Early Chinese 
merchant shippers were troubled 
by the frequency with which their 
boast struck submerged rocks in 
going through the dangerous Yang- . 
tze River. The loss of a ship and E 
its cargo was a dreadful loss to any 
merchant and they realized the ad- 


(More on page 26) 
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Ship 


via land, 


sea or air 


But whatever the carrier, protect your cargoes with 
marine insurance that provides the strength, dependability 
and facilities to settle your claims promptly and fairly — 


anywhere in the world. 


Ask your agent or broker for insurance through... 


MARINE OFFICE or AMERICA 


123 WILLIAM STREET, NEW YORK 38, NEW YORK 


MEMBER COMPANIES: 


THE AMERICAN INSURANCE COMPANY THE CONTINENTAL INSURANCE COMPANY  FIDELITY-PHENIX FiRE INSURANCE COMPANY 
FIREMEN'’S INSURANCE COMPANY °® GLENS FALLS INSURANCE COMPANY ¢* THE HANOVER FIRE INSURANCE COMPANY 
NIAGARA FIRE INSURANCE COMPANY 


— OFFICES— 


New York * CHICAGO * New ORLEANS * SAN FRANCISCO * HOUSTON * TORONTO 


Atlanta * Baltimore * Boston * Cleveland * Corpus Christi * Dallas * Detroit * Indianapolis * Jacksonville * Los Angeles * Louisville 
New Haven * Philadelphia * Pittsburgh * Portland * Raleigh * Richmond * St. Louis * Seattle * Stockton * Summit * Syracuse 
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How Good Is 


The past year marked a 
low point in the fortunes of prop- 
erty-casualty carriers. While most 
underwriters considered last year 
bad, all indications are that things 
have gone from bad to worse and 
1957 will surpass it. Companies 
writing predominantly fire lines 
are not faring as well as those 
writing a spread of casualty busi- 
ness unless the casualty volume 
includes a large amount of auto- 
mobile liability business, one of the 
hardest hit classes. On top of un- 
derwriting losses on both fire and 
casualty lines companies are faced 
with lower bond prices (although 
bonds are carried at amortized 
values) and lower stock prices. The 
industry has experienced nothing 
comparable since the depression 
year 1932 when the combined loss 
and expense ratio reached nearly 
105‘« and stocks sank so low that 
“convention” rather than market 
values were authorized for state- 
ment purposes. 

While the trend toward higher 
losses first became evident in 1955 
it was not until 1956 and 1957 that 
the industry felt their full impact. 
Virtually all classes of business re- 
ported rising loss cycles, a most 
unusual phenomenon. Normally, 
the swings in underwriting experi- 
ence on the various lines do not 
coincide with the result that, par- 
ticularly under multiple line un- 
derwriting, unusually good experi- 
ence on some lines offsets unfavor- 


YOUR 


Insurance Carrier ? 


by 
Chester M. Kellogg 
Vice President of 
Alfred M. Best Co., Inc. 
New York, N. Y. 


Chester M. Kellogg 


able experience on other lines. By 
its very nature the fire and casu- 
alty business tends to cyclical 
movement in which a profitable 
period for any class of business 
becomes the base for a reduction 
in rates while an_ unprofitable 
period brings about higher rates. 

The reasons most frequently ad- 
vanced to explain the adverse un- 
derwriting experience are inade- 
quate rates and an_ insufficient 
ratio of insurance to value. These 
generalizations include a number 
of other underlying reasons such 
as intense and often unsound com- 
petition, substantially broadened 
coverage without a corresponding 
increase in rates, installment pay- 
ment of term premiums, higher 


commissions on some lines or con- 
tracts, the pressure for production, 
an increase in carelessness, and a 
general inflation in claim costs due 
to rising values of materials and 
services, lower purchasing power 
of the dollar and increased claim 
consciousness of the public. 

In addition and concurrently the 
industry faces certain changes in 
methods of merchandising. While 
it has always been a highly com- 
petitive business and price compe- 
tition is not new, the industry has 
never had to cope with thoroughly 
planned and coordinated market- 
ing programs designed to reach the 
new mass market and pre-sell the 
customer via newspaper, magazine, 
billboard, radio, television and di- 
rect mail advertising. These mer- 
chandising schemes have been fol- 
lowed up by aggressive selling that 
has demonstrated that to many 
customers price appeal is stronger 
than agents’ service appeal. 

The prominent underwriters in 
this category now write a very 
sizeable chunk of presumably se- 
lect business, some of it on spe- 
cially tailored rating plans and at 
a lower acquisition cost. To the 
extent that the specialty carriers 
are successful in selecting good 
risks the orthodox carriers face a 
relative increase in less desirable 
risks which would tend to increase 
their loss costs. Under these cir- 
cumstances higher rates are only a 

(More on page 36) 
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Insurance man 
with 
midget 


The unusual is commonplace to a Kemper man. 


The Kemper Safety Engineer (lower left in photo) 
is using a device called a midget impinger to collect 
particles of dust arising during the manufacture of 
stainless steel equipment for the milk industry. These 
dust particles will be examined to determine if they 
constitute a menace to employees. 


gineers like him, work constantly to reduce accidents 
for policyholders in factories, stores, and on the high- 
ways. As a result, policyholders have increased con- 
trol over accidents, and thereby gain two important 
benefits: lower operating costs and worthwhile insur- 
ance savings. 


-) * This man, and the hundreds of Kemper Safety En- 


Does your business qualify for Kemper 
Insurance Savings? 

To find out how you may save on your insurance, call 
your broker, a representative of a Kemper Company, 


or write to Kemper Insurance, Dept. 101, Chicago 40, 
Illinois, for the name of your nearest representative. 


Trademark of a new kind of Insurance Man 


This symbol identifies your Kemper Approved Insurance 


cy 


INSURANCE 


Advisor . . . an experienced, independent, local businessman 
+ devoted to giving you the right protection . . . at low net cost. 
Lumbermens Mutual American Motorists | American Manufacturers Federal Mutual 
) > Casualty Company Insurance Company Mutual Insurance Company Insurance Company 
Chicago 40 Chicago 40 New York 17 Boston 16 


ALL FORMS OF PROPERTY AND CASUALTY INSURANCE AND BONDS 


Divisions of K M Insurance 
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Boiler and Machinery Insurance 


by 


C. E. Gelhaar 


Mutual Boiler and Machinery Insurance Company 


(Address before Minnesota Chapter, ASIM) 


C. E. Gelhaar 
has been with 
Mutual Boiler 
and Machinery 
Insurance 
Company for 
fourteen years, 
first as an In- 
spector, then 
Supervising 
Inspector. 
Later he_ be- 
Branch 
Manager of the 
Milwaukee, 
Wisconsin of- 
fice, taking in 
the areas of 
Wisconsin, upper Michigan, Minnesota and North 
and South Dakota. 


About two years ago, Mr. Gelhaar was transferred 
to the Midwest District Office at Elmhurst, Illinois, 
and has been responsible for policy coverage and 
service for that District which comprises all, or parts, 
of twelve states. 


Mr. Gelhaar’s educational background includes 
specialized engineering and insurance courses at the 
University of Wisconsin and Marquette University. 


The Insuring Agreement is the heart of a boiler 
and machinery policy and contains various pro- 
visions and conditions upon which coverage afforded 
in the various schedules and endorsements is based. 
The Insuring Agreement states that in consideration 
of the premium, the Company agrees with the 
Insured to provide certain responsibilities in event 
of a qualified accident to an insured piece of equip- 
ment. Protection is afforded for as many as six 
separate items of coverage; namely, 


Coverage A—Property of the Insured—This in- 
cludes the insured object and any damage caused 
by an accident to the insured object to other proper- 
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ties of the Insured. The damage might be extended 
to such property as stored goods or finished products, 
production machinery, or buildings and structures. 


Coverage B—Expediting Expenses—Agreement is 
in effect to reimburse the Insured in event of an 
accident for those expenses that are attached to 
temporary or emergency repair to the insured object 
not in excess of $1,000. These expenses might include 
air express, some means of temporary repair, over- 
time extended to create the repair and it is important 
to recognize that the Expediting Expenses apply only 
to the repair of the object and not to the replacement. 


Coverage C—Property Damage Liability—This is 
some times referred to as third party liability and 
in some cases is either excess insurance to another 
policy or might be considered under the “other in- 
surance clause.” Of special importance is the fact 
that the boiler and machinery policy not only agrees 
to reimburse the Insured for legal liability due to 
damage to the other person’s property caused by an 
accident to an insured object, but also agrees to 
reimburse for the loss of use of the other person’s 
property in event this were to occur. 


Coverage D—Bodily Injury Liability—This is an 
optional coverage and affords protection for injury 
to persons not in the employ of the Insured or 
covered under the Workmen’s Compensation Insur- 
ance. 


It is important to recognize that the Limit per 
Accident afforded in the policy is available in 
sequence for Coverages “A” through “D.” If a loss 
of a catastrophic nature were to occur with a low 
Limit per Accident in a policy, it is quite possible 
that the full Limit of the policy could be used up to 
pay for the property of the Insured and then no 
further payment would be available should there 
be need for recovery for Expediting Expenses, 
Property Damage Liability or Bodily Injury 
Liability. The following example will indicate where 
there could be self-insurance experienced on the 
part of an Insured. 


(More on page 32) 
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Your best workers reading want ads? 
Use B.E.U:! 


B.E. U. gives you the dynamic new selling tool 

you need to hold wanted workers. We were first to 

answer the vital need for Better Employee 

Understanding of group benefits. We developed 

B. E. U. through research and long experience. We 
4 alone offer it. Find out more. Write: Connecticut 

General Life Insurance Company, Hartford. 


Group + Pension + Health + Accident + Life 


CONNECTICUT GENERAL 
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by 


J. Milburn Smith 


President 


Continental Casualty 


Company 


(Address before the 
6th Annual Meeting of the 
American Society of Insurance 
Management, Inc. 


Chicago, Illinois 


November 1 2, 1957) 
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J. Milburn Smith 


I have been admonished to re- 
member that the members of the 
American Society of Insurance 
Management assembled here this 
evening are in no mood for a seri- 
ous speech, especially if it even 
refers to the insurance business. 
This is your fun night so anything 
pertaining to insurance must be 
farcical and entertaining if possible. 
Facts—knowledge of any kind—are 
to be avoided. Controversy—argu- 
ment—these are ugly words. So, 
gentlemen, relax, for I am about 
to present a crude imitation of 
Orson Welles’ famous “Night of 
Fright” combined with a takeoff 
on that ludicrous Saturday Even- 
ing Post salesman of tractors, El- 
mer Botts. 

The scene is the office of the No. 
1 man of the No. 1 insurance com- 
pany of the planet Mars. (There 
are only two Martian insurance 
companies remaining of the thou- 
sands once in existence.) The boss’s 
right-hand man is reporting. 

“Well, Boss, I enjoyed that last 
assignment to take a quick look 
at the property and casualty insur- 
ance business on Earth. But you 
didn’t give me enough time; I only 
had time for a quick look at the 
United States. I never did get to 
the British Isles or the Continent. 

“Boss, that American property 
and casualty insurance business is 
really a mess—you just won’t be- 
lieve it—but then you might be- 


cause I know you are our greatest 
insurance historian, and therefore, 
I think vou'll agree with my own 
research, that the great insurance 
revolution here in Mars 10,000 
vears ago corresponds very closely 
to the present horrible, chaotic 
state those American knuckleheads 
have fumbled their insurance busi- 
ness into. 

“Listen to this, Boss. In 1952 the 
whole property and casualty in- 
dustry showed an_ underwriting 
profit of 186 Million Dollars on 6% 
Billion Dollars of premium. By 
1956 premiums grew to 8 Billion 
Dollars, but the underwriting 
profit? It was replaced by a 130 
Million Dollar loss! And wait until 
you see the results for 1957! A new 
all-time high—in losses! And to 
make matters worse, the stock 
market profits of other vears have 
turned into sizeable losses so that 
decreases in surplus to policyhold- 
ers are running a frantic race with 
underwriting losses. 

“IT wish you'd let me give you 
all the reasons for this debacle, 
but if you continue to insist that the 
most complicated subject in the 
universe be condensed into a 
twenty minute report, you force 
me to just hit the high spots. 

“To oversimplify when the cartel 
system was busted up by the 
S.E.U.A. case, the boys got their 
signals mixed up, and ever since, 
they have translated ‘Don’t act in 
concert’ to mean ‘Liberalize the 
coverage and cut the rate.’ 

“Competition is free all right. 
It makes a piker out of Uncle 
Sam’s ‘Give away’ program; yet 
in spite of this lack of intelligent 
leadership in the industry, the 
present unprecedented state of 
emergency would not have oc- 
curred so soon if something new 
had not been added. 

“But along came inflation, and 
an industry that had spent scores 
of years inventing rules as a sub- 
stitute for judgment was caught 
in its own trap. 


(More on page 38) 
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TRADITION— AGGRESSIVE 
STABILITY | LEADERSHIP 

Chicago 

— 
Philadelphia * 
Buffalo 
Pittsburgh 
Minneapolis 


q é Portland 
Seattle 
Los Angeles 
Sen Francisco 


London 


. experience and competence in the 
insurance market place. 


. rate and hazard control engineering 
service. 


. direct personal attention from 
experienced, friendly men. 


These things — when needed, where needed 
— have been furnished to commercial 
insurance buyers for nearly a century by 


FRED. S. JAMES & CO. 
INSURANCE BROKERS AND consuttants /Siuce (898 


GENERAL OFFICES » CHICAGO + ONE NORTH LASALLE 


1858-CENTENNIAL YEAR-1958 
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Preparation 


of 
Cases on 


by 
Robert E. Couglan, Jr. 


Appeal... 


(Address before meeting of Maryland Chapter) 


The successful result of the trial 
of a case from the employer’s and 
insurer’s or self-insurer’s stand- 
point depends to a very large de- 
gree on the information supplied to 
the trial counsel by the investiga- 
tors. This sounds extremely ele- 
mentary, but it is like stressing the 
fundamentals to blocking and tack- 
ling to a candidate for a football 
team. If the football player does not 
absorb the fundamentals, he will 
never qualify for the first team. 
Likewise, if a case is not properly 
investigated and all angles cov- 
ered, the attorney will not be able 
to obtain a good result. If he does 
not have the material, he cannot 
expect to win. All facts should be 
obtained and not the views, beliefs 
or opinions of the investigator. Too 
many times, attorneys are given 
statements which are slanted in 
the direction to best serve the pur- 
pose of the Defendant. This is a 
human failing, but can and should 
be corrected. The investigator is 
anxious to sustain the views of the 
side which he is on and in his zeal, 
at times, suggests answers to the 
witness which support that view. 
This is wrong. The person assigned 
to investigate a case should get 
the facts related to him in the 
language told to him by the wit- 
ness. If the witness murders the 
“King’s English,” it does not make 
any difference because his state- 
ment should be taken, as nearly as 
possible, as he gives it. While it 
takes more time, if the case was 
first discussed with the witness and 
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Robert E. Coughlan, Jr. 


Robert E. Couglan, Jr., a 
native of Baltimore, is a part- 
ner in the firm of Lord, Whip 
& Couglan. 

He is a prominent trial at- 
torney of Civil, Compensation 
and Admiralty Cases—and is 
the author of “Workmen’s 
Compensation Cases”, the 
only composite reference book 
of its kind in the state of 
Maryland. 


then his statement taken, it is be- 
lieved that a more accurate ac- 
count of what actually occurred 
will be obtained. It requires train- 
ing to do this and care and pati- 


ence, but it will pay off in the long 
run. 

If two persons saw an accident, 
or saw what happened, one should 
not endorse the other’s statement, 
even though he may say. when 
interviewed, that he talked it over 
with the other man he saw exactly 
what he did. Persons who were 
some ditsance from the scene are 
sometimes not talked to because 
it is believed that they cannot 
contribute anything. However, it 
may develop that the witness, re- 
mote in distance from the scene, 
actually talked to the injured man 
the same day and the injured man 
may have said something quite re- 
vealing to this witness. It is there- 
fore important to contact every- 
one and not to ask just one or two 
questions, but to spend a little time 
with the person and inquire, among 
other things, whether he has talked 
with the injured man after the 
accident allegedly occurred. 

While the name and address of 
the witness is important, it would 
be helpful if his telephone number 
was also obtained. If he does not 
have a telephone, find out if he 
can be reached through a neighbor 
or a friend or a relative by having 
a message delivered. It is import- 
ant, therefore, not only to know 
the name and address of the wit- 
ness, but also where he works and 
how he can be reached quickly by 
telephone. 

Doctors should be counselled with 
regard to the importance of get- 

(More on page 31) 
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How deep 
do you look 


for quality ? 


: & Whether it is an attractive watch face ... an imposing facade. . . or an 
impressive front office . . . the search for quality begins deep inside... 
with the “‘works”’. 

How efficiently does it perform . . . how well integrated are its com- 
ponent parts... how dependable its action? You will ask those questions 
whether it is a time-piece or an organization with whom you are doing 
business. In either case you will want to know about the ‘“‘works’’. 

The services of Chubb & Son, like a fine watch, are each, individually, 
precise and complete functions. Their separate performances all integrate 
into the smooth, accurate and dependable operation which so thoroughly 
characterizes Chubb & Son. 


CHUBB & SO N, Underwriters 


90 John Street, New York 38, New York 


Managers 
oS FEDERAL INSURANCE COMPANY ¢ VIGILANT INSURANCE COMPANY ¢ THE MARINE INSURANCE CO., LTD. ¢ THE SEA INSURANCE CO., LTD. 


LONDON ASSURANCE (MARINE DEPT.) * ALLIANCE ASSURANCE CO., LTD. 


Ocean and Inland Marine Transportation Fire and Automobile Casualty Surety Fidelity 


Aviation Insurance through Associated Aviation Underwriters 
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F. A. Goulette 


You are well aware, I am sure, 
that at the present level of income 
tax rates no competent business 
man can ignore the income tax 
aspects of any substantial business 
transaction. The purchase of insur- 
ance is most certainly a major 
transaction. Thus it follows that 
the well informed insurance buyer 
should have some general knowl- 
edge of those provisions of the 
income tax law which bear a close 
relationship to insurance. It is with 
this in mind that I shall now dis- 
cuss some of those provisions. 


Involuntary Conversion (Sec. 1033) 


One part of our law which every 
insurance man should be familiar 
is the provision that deals with 
involuntary conversion. This is so 
because an involuntary conversion 
arises where property has been 
partly or wholly destroyed, stolen, 
seized, requisitioned or condemned, 
or condemnation is threatened or 
imminent. In some or all of these 
cases insurance proceeds are likely 
to be received by the property 
owner, and the insurance man 
should be familiar, in general, with 
the income tax treatment of such 
proceeds. 
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The Incidence of Taxes 
upon 
Insurance 


F. A. Goulette 
Tax Principal — Haskins & Sells, Los Angeles 


(Presented at the Second Annual Insurance Buyers’ Conference 
sponsored by Southern California Chapter, ASIM) 


If the lost property is simply 
converted into other’ property 
which is similar or related in serv- 
ice or use to the old property, 
with no money involved, no gain 
is recognized and the new property 
takes over the same tax basis as 
the old property. In this case non- 
recognition of gain is mandatory. 


If the insured receives proceeds 
due to an involuntary conversion 
and such proceeds exceed his tax 
basis he, of course, realizes a gain. 
If the property involved is land 
used in the business or depreciable 
business property, as defined in 
section 1231 (b) of the 1954 Internal 
Revenue Code, the gain is taxed as 
a long-term capital gain subject to 
a maximum tax of 25%, provided 
the property was held more than 
six months. If held less than six 
months, the gain is taxed as ordi- 
dinary income. However, he can 
elect that the gain shall not be 
recognized by complying with the 
following: 


(1) He uses all of the proceeds to 
buy other property similar or 
related in service or use to the 
converted property, or buys 
the controlling stock interest 
in a corporatiton owning such 

other property. 

(2) The other property is pur- 
chased during a period. that 
begins with the date of dis- 
position of the converted prop- 


erty and ends one year after 
the close of the taxable year 
in which any part of the gain 
is realized. In case of requisi- 
tion or condemnation, the be- 
ginning date may be the earli- 
est date of the threat or incon- 
venience, if that date is earlier 
than the disposition date pre- 
viously mentioned. 

(3) All of the details relating to 
the conversion are reported in 
the return for the taxable year 
in which any of the gain is 
realized. 

If all the insurance proceeds are 
not used for replacement, gain is 
recognized to the extent of the 
unused amount. 

The tax basis of the replacement 
property is the same as that of 
the converted property less the 
amount of unexpended proceeds 
and plus the amount of recognized 
gain. Of course, any amount ex- 
pended in excess of the proceeds 
is added to basis. The effect of these 
basis rules is that the gain does 
not really remain untaxed, but is 
merely postponed until the new 
property is sold or exchanged in 
a taxable transaction. 

If the insurance proceeds are 
less than the tax basis the taxpayer 
incurs a loss which is, generally, 
fully deductible. In this case the 
tax basis of the replacement prop- 
erty is its actual cost. 

(More on page 28) 
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ENSURANCE BROKERS AND AVERAGE ADJUSTERS 


by 
David V. Palmer 
Vice President 
and 
Director 
Lumley, Dennant and 


Company, Inc. 


New York City 
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David V. Palmer was born 
in London, England in 1926, 
son of a regular army officer. 
He was educated at Stowe 
School, Buckingham, England. 


Mr. Palmer enlisted in the 
Life Guards in 1943, Served 
with Regular Commission in 
Europe and Middle East, 
reaching the rank of Major. 
Resigned Regular Commission 
in 1949. 

1950—Joined Edward Lum- 
ley & Sons, Lloyd’s brokers. 
Obtained qualification as As- 
sociate of the Chartered Insur- 
ance Institute. 


1952—Became Manager of 
the North American Depart- 
ment of Edward Lumley & 
Sons. 

1953 — Became an under- 
writing member of Lloyd’s 
on three syndicates (Marine, 
Non-marine, and Aviation). 

1954—Moved to U.S. A. as 
Vice President and Director 
of Lumley, Dennant and Com- 
pany, Inc., New York City. 


I have been told that there is a 
great deal of misconception, both 
in the insurance industry and in 
the minds of the general public, 
concerning Lloyd’s and its work- 
ings. 


Therefore, I have collected a few 
misconceptions which think 
illustrate the point. 


Misconception No. 1 — 
Lloyd’s Writes Anything 


My firm was recently approached 
to write a policy which would in- 
sure that the United States wins 
more gold medals in the Olympics 
than Russia. While it is, of course, 
very good publicity to have the 
idea in the public mind that Lloyd’s 
writes any and every risk, the basic 
principles of insurance must al- 
ways in the existence of an insur- 
able interest. Even granted such 
an insurable interest, there are 
some risks that no underwriter will 
contemplate, however good a lunch 
he has had. 


Misconception No. 2 — It Is Illegal 
To Place Business at Lloyd’s 


The Production Manager of my 
company recently called upon a 
substantial brokerage house in 
downtown New York to discuss our 
Lloyd’s facilities, and had a very 
cold reception. He was told by the 
head of this firm that placing busi- 
ness with Lloyd’s was illegal, and 
that he did not want any part of it. 
As I will explain a little later on, 
it is quite definitely not illegal to 
place business at Lloyd’s, pro- 
vided one adheres to certain simple 
laws, which are on the statute 
books of most states. 


Misconception No. 3 — 
Lloyd’s Is a Cut-Rate Outfit 


Recently, a broker came to me 
very distressed because he had lost 
the biggest account in his office, 
which was the backbone of his 
business, alleging that Lloyd’s had 
written the account through an- 
other broker at approximately half 
the going rate. On checking into 
this more fully, I found out that, 
in fact, the line had been written 
by an American domestic company. 
As I shall explain later on, Lloyd’s 
is not on a normal competitive 
basis vis a vis American Com- 
panies. 


Misconception No. 4 — Lloyd’s Are 
High Priced Bandits Charging 
Whatever They Consider the 

Traffic Will Bear 


The other day I met the owner 
of a frame summer hotel in up- 
state New York. He was required 
to carry $3,000,000 bodily injury 
liability. He was only able to ob- 
tain $300,000 with a local company 
and purchased $2,700,000 excess 
cover with Lloyd’s, at a premium 
higher than he had paid for the 
primary coverage. By the time I 
had finished describing to him one 
or two of the catastrophes that 
have hit risks of this nature, as a 
result of loss of life in fires, he had 
no doubts that his excess coverage 
was worth every penny he had 
paid for it. 

A final Misconception in which I 
would like to correct in the press 
of this country, is that Lloyd’s did 


(More on page 41) 
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IS YOUR INSURANCE PROGRAMME PERFECT? 
ARE YOU UP TO DATEP 
HAVE YOU FULL INFORMATION ON — 


@ “Tailor-made” all risks contracts covering @ Retrospectively rated fire insurance 
real and/or personal property and/or U&O 

@ “Difference in Conditions” contracts @ Excess of loss fire insurance 

@ “Umbrella” liability cover @ Deductible fire and liability plans 

@ Self-Insurance plans @ Special forms for banks 


@ Special Comprehensive forms for domestic and foreign Contractors 


"THE POSITIVE APPROAC:. TO THE LONDON MARKET’ 
LUMLEY, DENNANT AND COMPANY, INC. 


LLOYD'S 


and throughout the world 
by 


EDWARD LUMLEY & SONS, LTD. 
London, England 


and forty branches world-wide 


U.S.A. Offices 
37 Lewis Street 60 East 42nd Street 1211 Garrett Building 
Hartford 3, Conn. New York 17, N. Y. ; Baltimore, Md. 
CHappel 9-7561 MUrray Hill 2-3213 MUlberry 5-5210 


and in Montreal and Toronto 


Business only written for brokers and agents 
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Sixth Annual Meeting 
of ASIM 
Is Held In Chicago 


At the sixth annual meeting of 
the American Society of Insurance 
Management, Inc., held in Chicago 
on November 12th, 1957, Joe T. 
Parrett, Insurance Manager for the 
Carnation Company of Los An- 
geles, was elected president of 
ASIM. 


Other Officers 


Serving with Mr. Parrett are: 
H. Stanley Goodwin of McKesson 
& Robbins, Inc. (New York, as first 
vice president; W. Howard Clem 
of Schlumberger Well Surveying 
Corporation (Houston), as second 
vice president; George A. Mearns 
of Sunshine Biscuits, Inc. (New 
York), as treasurer; and Raymond 
V. Brady of The Chase Manhattan 
Bank of New York as secretary. 


Regional Vice Presidents 


A new region was created for 
Western Pennsylvania, Eastern 
Ohio, and Upstate New York with 
R. W. Low of Westinghouse Elec- 
tric Corporation, Pittsburgh, Pa., 
elected the regional vice president 
for that area. 

T. V. Murphy of Maryland Ship- 
building & Drydock Company of 
Baltimore, was reelected regional 
vice president and elected a mem- 
ber of the Executive Committee. 

D. C. Morris of Chance Vought 
Aircraft, Inc., of Dallas, Texas, and 
Charles H. Thiele of Federated De- 
partment Stores, Cincinnati, Ohio, 
were elected regional vice presi- 
dents. 

R. F. Boettcher of Geo. A. Hor- 
mel & Co. (Austin, Minnesota) ; 
B. M. Hulcher of Southern States 
Cooperative (Richmond, Virginia) ; 
and A. G. Westcott of Union Ice 
Company (San Francisco, Cali- 
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Joe T. Parrett 
Elected 
President 


Joe T. Parrett has spent 
more than 25 years in the 
insurance business. He was 
Examiner in the State Insur- 
ance Department of Towa; 
State Manager for a casualty 
company in Nebraska; and 
served with the Corps of Engi- 
neers in World War II, as- 
signed to insurance matters 
pertaining to war plant con- 
struction and operations. Later 
he became corporate insur- 
ance manager for Carnation 
Company and its foreign sub- 
sidiary, General Milk Com- 
pany. He has been with Car- 
nation Company for seven 
years and has served on its 
Junior Board of Directors. 

Mr. Parrett was the first 
president of Southern Cali- 
fornia Chapter of the Ameri- 
can Society of Insurance Man- 
agement, Inc., and is a member 
of the Insurance Committee of 
the California State Chamber 
of Commerce. 


fornia) ; remain regional vice presi- 
dents (unexpired terms). 


Directors 


C. Henry Austin of Standard Oil 
Company (Indiana) with offices in 
Chicago, was elected Director of 
Education. He is in charge of a 
program for risk maangement edu- 
cation to be established in the uni- 
versities and colleges throughout 
the country. 

Other Directors are: D. W. 
Covey, LeTourneau Westinghouse 
Company (Peoria, IIl.); Charles G. 
Gould, Bay State Abrasive Prod- 
ucts Company (Westboro, Mass.) ; 
Casimir Z. Greenley, International 
Minerals & Chemical Corporation 
(Chicago, Ill.); Stanley B. Adam- 
son, U. S. Printing & Lithograph 
Company (Cincinnati, Ohio) ; T. T. 
Redington, Jr., Dresser Industries 
(Dallas, Texas); Frank W. Pen- 
nartz, Food Fair Stores, Inc. (Phil- 
adelphia, Pa.); R. D. Castle, The 
Murray Corporation of America 
(Detroit, Michigan) ; E. C. Stokely, 
Dow Chemical Company (Free- 
port, Texas) ; J. Donald Prince, The 
Hecht Company (Baltimore, Mary- 
land); Horace V. Noland, M. F. 
Patterson Dental Supply Company 
of Minnesota (St. Paul, Minn.); 
J. G. Harper, Northern Electric 
Company, Limited (Montreal, Can- 
ada); Wm. D. McGuinness, Port 
of New York Authority (New 
York, N. Y.); Emerson C. Lasater, 
Rosenberg Bros. & Co. (San Fran- 
cisco, Calif.) ; Arthur McNett, Jant- 
zen, Inc. (Portland, Oregon); Wm. 
A. Miller, Richfield Oil Corpora- 
tion (Los Angeles, Calif.) ; Paul G. 
Stickler, Reynolds Metal Company 
(Richmond, Va.); M. C. Peterson, 


(More on page 22) 
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ASIM Meets 
(From page 20) 


Wisconsin Electric Power Com- | 
pany (Chicago, Illinois); F. A. | 


Atlanta, the 17th Chapter of ASIM 


Hunter, Eastern Gas & Fuel Asso- |) 


ciates (Pittsburgh, Pa.), and M. C. | 
Peterson, Wisconsin Electric Power | 


Company (Milwaukee, Wisconsin). 


Peter A. Burke is Managing Di- | 
rector of the American Society of | 


Insurance Management, Inc., with 
headquarters in New York. N. Y. 


Highlights 


Aside from the election of offi- 
cers, regional vice-presidents, and 
directors, the meeting had many 
significant, news-worthy events. 


B. E. Kelley, past president of 
the American Society of Insurance 
Management, Inc., presented the 
immediate past-president, Frazier 
S. Wilson, with a plaque from the 


members of ASIM as a tribute of | 
the outstanding contribution which — 
Mr. Wilson gave to the Society | 


during his tenure of office. 


When Mr. Parrett took over the 
gavel to conduct the meeting, Mr. 
Wilson presented his badge as 
“President” to Mr. Parrett and Mr. 
Parrett pinned a “Past Presiderit’s” 
badge on Mr. Wilson’s lapel. 


James Cristy of the Upjohn Com- 


pany, who has been responsible for | 
accumulating the data on a confi- | 


dential survey for Insurance Man- 
agers of the American Society of 
Insurance Management, Inc., gave 
a general report on the survey. 
(The complete, confidential report 
will be released to members of 
ASIM in the near future.) 


Adding a bit of color and charm, 
the members of Southern Cali- 
fornia Chapter, donned red som- 
breros for the dinner meeting, hon- 
oring their first chapter president, 
Joe T. Parrett, who was elected 
president of the American Society 
of Insurance Management, Inc., for 
1958. Huge balloons, marked “Los 
Angeles” floated to the ceiling of 
the room—giving it a festive look. 
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B. W. Rainwater, President 


In November 1957, Atlanta, 
Georgia, became the 17th chapter 
of the American Society of Insur- 
ance Management, Inc. 


Kenneth Biack, Jr., Chairman of 
the Insurance Department, Georgia 
State College of Business Admin- 


_ istration, and R. W. Rainwater, In- 


surance Manager of Georgia Power 
Company, were largely responsible 
for the formation of this chapter. 

At a formal organization meet- 
ing in November, Mr. Rainwater 
was elected president of the new 
chapter with Mr. William H. Quay, 
Jr., Insurance Analyst for The 
Coca-Cola Company, as vice-presi- 
dent; and W. Ray Walker, Assistant 
Comptroller of the Citizens and 
Southern National Bank, as secre- 
tary-treasurer. ASIM chapter rep- 
resentative is Barney E. Carnes, 


Delta Air Lines, Inc., and Publicity 
Chairman: N. D. Wilcox of Atlanta 
Newspapers, Inc. 

At this meeting, T. V. Murphy, 
Insurance Manager of the Mary- 
land Shipbuilding & Drydock Com- 
pany, Baltimore, Maryland, who is 
a regional vice president and a 
member of the Executive Commit- 
tee of ASIM, address the audience. 

Professor Black spoke of his in- 
terest in the field of Risk Manage- 
ment and the constructive work 
which ASIM is doing in corporate 
insurance education. He told of the 
facilities at Georgia State College 
of Business Administration and in- 
vited the members of ASIM to use 
the insurance library which is one 
of the largest of its kind in the 
world. 


The member companies now 
affiliated with the Atlanta Chapter 
(as we go to press) are: American 
Art Metals Company; Atlanta 
Newspapers, Inc.; Atlanta Transit 
System, Inc.; Citizens and South- 
ern National Bank; The Coca Cola 
Company; Delta Air Lines, Inc.; 
The First National Bank of Atlanta; 
Georgia Highway Express, Inc.; 
Georgia Power Company; Georgia 
State College of Business Admin- 
istration; Lockheed Aircraft Cor- 
poration (Georgia Division); and 
Southern Airways, Inc. 


Southern California Chapter. Bottom row, I. to r.: Roy A. Balling, George H. Nelson, J. T. Parrett. 
Back row, |. to r.: Jim Bowman, Wes Peterson, and W. A. “Al” Miller. 
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Newly-elected President, Joe T. Parrett, addresses dinner meeting of ASIM. From left to right: Peter A. Burke, Managing Director; Raymond V. Brady, 


Secretary; Frazier S. Wilson, | diate-past-president; Joe T. Parrett, J. Milburn Smith, guest speaker; H. Stanley Goodwin, Ist Vice President; W. 


Howard Clem, 21d Vice President; and George A. Mearns, Treasurer. 


% 


Past-President, B. E. Kelley (right) presents plaque to | diate Past-President, Frazier S$. Wilson 
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Members of Central Illinois Chapter: A. A. Baker, Funk Bros. Seed Company; directly behind Mr. Baker, E. W. Rolley, Funk Bros. Seed Company; D. W. 
Covey, LeTourneau-Westinghouse Company; and R. G. Tucker, A. E. Staley Manufacturing Company. 


Members at center table, wearing sombreros, represent Southern California Chapter. Left to right: Roy S. Balling, president; William A. Miller, ASIM 
Director; George H. Nelson; W. F. Peterson; and C. Vick Anderson. They celebrated the election of Joe T. Parrett, their first chapter president as the 
newly-elected president of ASIM. 


Seated in foreground: left to right — Wesley A. Johnston, Chrysler Corporation (Insurance Buyers Association of Detroit); Nathan H. Siegel, Detroit Steel 
Corporation (Insurance Buyers Association of Detroit); Oliver E. Weed (Rollins Burdick Hunter Company, Chicago); and P. B. Gehrke, Joslyn Manufactur- 
ing & Supply Company (Chicago Chapter). 
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Corporate Insurance 
(From page 6) 


vantage of splitting the cargo to 
each merchant amongst many 
boats so that if one or two boats 
were lost the merchant would lose 
only a few packages instead of the 
entire shipment. 

Marine insurance developed rap- 
idly in the great seafaring nations 
such as Great Britain. Protection 
was furnished not by insurance 
companies as we know them today 
but by bankers, merchants and 
money lenders who insured ships 
as a part-time venture. 


The most famous of these were a 
group who met at a Coffee House 
located on Tower Street, London, 
known as Lloyd’s. This was one of 
several hundred Coffee Houses in 
London which served as “Clubs” 
for actors, artists, authors, mer- 
chants and other groups, each Club 
having its particular following. 


The men who frequented Lloyds 
were the merchants, shippers, sea 
captains. Here one could gather the 
latest news about ship arrivals, 
voyages and disasters. When a ship 
owner desired insurance he would 
post a notice giving the ship’s 
name, destination, route, amount 
of protection required. Persons de- 
siring to share in furnishing the 
desired insurance would then write 
their names under the notice and 
the amount of risk they were will- 
ing to assume. Hence the term 
“underwriting.” 


Modern Fire Insurance 


Modern Fire Insurance received 
its first real impetus as a result 
of the Great Fire of London in 1666 
which blazed four full days and 
nights. Before the ruins had been 
cleared away a Dr. Nicholas Barton 
set up business to underwrite per- 
sonally fire insurance contracts in 
London. He was very successful 
and many others entered the fire 
insurance field. 

Between 1706 and 1720 Sun In- 
surance Company, London Assur- 
ance Company and Royal Exchange 
Assurances were granted charters 
and have operated continuously to 
the present day. 


The first fire insurance organi- 
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zation on this continent was formed 
in Charleston, South Carolina, in 
1735. Many fire insurance com- 
panies were organized in the U.S.A. 
prior to 1850 but in the 27 years 
commencing 1845 a series of dis- 
astrous fires destroyed all or large 
parts of entire cities including Sac- 
ramento, Charleston, Portland, 
Chicago and Boston. So disastrous 
was this period that almost three- 
quarters of all fire insurance com- 
panies in the U.S.A. formed prior 
to 1871 were put out of business. 
However the strong ones survived 
and many of them now form an 
important part of America’s great 
insurance resources. 


The Insurance Policy 


An Insurance Policy is a con- 
tract. The wording in these con- 
tracts is often quite complicated 
and in many cases the language 
has been tested in the courts for 
hundreds of years. There is no 
such thing as a policy without’ ex- 
clusions. The underwriter always 
limits his liability. This limitation 
may be found in 
(a) the description of the risk, 
which includes a description 
of the premises and operations 
of the insured; and 

(b) the exclusions written in the 
policy, or, as we sometimes 
facetiously say, “the fine 
print.” 

Words of description may be- 
come words of limitation when 
viewed in the light of a loss that 
has just occurred. For instance, an 
underwriter who has taken a fire 
policy on a shoe store can hardly 
be blamed for his reluctance to pay 
a loss when he finds out the prop- 
erty was actually being used as a 
gasoline station. 

One of the greatest causes of 
misunderstanding between insur- 
ers and the public is the belief that 
once a man, buys.a policy he is 
fully covered against all risks. The 
best an insurance agent or broker 
can honestly say is that he has ob- 
tained the best coverage the under- 
writer will give at the premium. 


What to Insure 


- There are actually hundreds of 
types of insurance that a company 
may purchase. Just as an employee 


could spend his entire salary on 
life and other personal insurance, 
so a company, if it attempted to 
buy every insurance cover avail- 
able, would soon find its net income 
very substantially reduced. Obvi- 
ously, a company cannot afford to 
buy every type of insurance offered 
on the market. Moreover, there is 
no market for insurance against 
some hazards, or if it is available, 
the amount of cover is too small 
or the corresponding premium is 
too costly. For example, very little 
insurance is available today to 
cover the hazards of nuclear reac- 
tion or to cover earthquake and 
flood in certain areas which are 
susceptible to such catastrophes. 
Thus the insurance administrator 
must be selected in order to see 
that money spent on insurance is 
spent wisely and that it covers 
what seems to be the essential 
hazards. 


Why Insure 


Basically the function of insur- 
ance is to protect the company’s 
assets and income from loss due to 
accidental hazard as distinguished 
from the business or speculative 
type of risk involving general eco- 
nomic conditions and_ business 
judgment. The main hazards are 
related to destruction of property 
by fire, explosion, windstorm and 
other perils, contingent consequen- 
tial loss of income, loss by theft 
including infidelity of employees, 
claims against the company by 
reason of injury to persons and 
property. 

Most large companies are inter- 
ested in insurance against the 
catastrophe loss, not merely trad- 
ing dollars with the insurance com- 
pany. An insurance company must 
receive in premiums an amount 
sufficient to carry its operating 
overhead, to pay losses and to make 
a profit. Thus over a certain period 
of time the average insured will 
pay more premiums than it re- 
ceived in losses, otherwise the in- 
surance company would soon go 
out of business. 

Some companies can withstand 
greater losses than others. An un- 
insured $10,000 loss to the corner 
grocery store might present finan- 
cial ruin to the owner. A single 


(More on page 27) 
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Corporate Insurance 
(From page 26) 


$10,000 loss to a large company 
would mar the safety record of 
some department but it would have 
a slight effect on the year-end 
financial result of the company. 


Other Benefits of Insurance 


In addition to financial protec- 
tion there are other benefits de- 
rived from insurance— 


(a) some insurance companies can 
give skilled and experienced 
counsel in accident prevention, 
fire resisting construction, etc. 

(b) some insurers provide excel- 
lent inspection services that 
minimize the likelihood of 
losses, as in Boiler Insurance 

(c) in some types of insurance, the 
insurer undertakes to defend 
the insured against all claims; 
this protects the management 
against time consuming work 
dealing with nuisance claims; 
this service may be particu- 
larly valuable where the com- 
pany does not have its own 
claims department. 


Administration of Insurance 


The criteria for evaluating the 
performance of an Insurance De- 
partment are the absence of un- 
insured losses, reductions in pre- 
mium cost and improvements in 
scope of coverage. The Insurance 
Department should endeavor to 
negotiate fair and reasonable pre- 
miums based in the light of favor- 
able experience. Reports and paper 
work may make up a large part 
of Insurance Administration and 
substantial savings of clerical costs, 
not only in the Insurance Depart- 
ment but also staff in the field, can 
be made by elimination of reports. 


Conclusion 


In this paper I have endeavored 
to cover in a summary way some 
of the basic principles of insurance 
and their historical development. 

My main point is this—most cor- 
porations, generally speaking, do 
not take out insurance contracts to 
trade dollars with the insurance 
companies, hoping to get back 

(More on page 41) 


Business Trends Chart 


Look back and learn 
when looking ahead to plan... 


FREE 1958 
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A useful tool for business executives. A dependable visual aid. 
Our economy, and the patterns it has created are shown in full 
color. Chart, 54 inches long, takes you through 150 years of 
business history. A good foundation for ready reference when 
taking a look into the future. Frame it or keep it under your 
desk-top glass. We’d like to send you a copy. Mail coupon. 


American Credit 
insurance 


Protects Capital and Profit Invested in Accounts Receivable 


USE THIS HANDY COUPON 


AMERICAN CREDIT INDEMNITY COMPANY OF NEw YORK 
Dept. 33, 300 St. Paul Place, Baltimore 2, Maryland 


Please send me a free copy of your 1958 Business Trends Chart. 
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There Is 
a Big Difference 
Between Appraisals | 


from the CLIENTS’ SERVICE BULLE*IN 
of The American Appraisal Company 

Experience shows that an appraisal for 

insurance purposes must be carefully 

prepared and supported. Rough esti- 
mates of over-all value will not suffice, 
as these examples illustrate: 

1. The owner of an office building ob- 
tained two separate estimates of the 
value of his property for insurance 
placement purposes. Each individual 
acted independently. Their estimates 
for insurance purposes were $3,500,000 
and $1,800,000 respectively —too wide 
a variance for comfort. 

2. Following a recent engagement cover- 
ing a hotel property, we learned that 
the owner had a previous valuation 
report which reflected an insurable 
value of around $3,400,000 against 
our figure of $1,500,000, which was 
supported. 


Insurance in excess of true value is a 
waste of substantial amounts of pre- 
mium. Insurance on a low estimate of | 
value creates the danger of financial loss 
in the case of disaster. In either case, the 
insured will be required to produce sup- 
porting data at the time of loss, includ- 
ing description and actual cash value of | 
each item destroyed or damaged. : | 


In the adjustment of a serious loss, 
rough estimates of over-all value often 
are challenged and refuted. 


Whatever the appraisal need—whether for purposes 
of insurance, property control, corporate financing, 
taxes or accounting—an American Appraisal pro- 
vides authoritative information ...supported by de- 
tailed factual data... interpreted in accordance with 
valuation principles tested by more than half a 
century of experience. That is why thousands of 
firms, large and small, depend on The American 
Appraisal Company for appraisals that command 
acceptance and respect. 


Write us if you want to receive our Clients’ 
Service Bulletins which discuss valuation problems, 


AMERICAN 
APPRAISAL 


Company 
SINCE 1896...LARGEST...MOST WIDELY USED 


Home Office: Milwaukee, Wisconsin 


Atlanta Cleveland New York 
Baltimore Dallas Philadelphia 
Boston Detroit Pittsburgh 
Buffalo Kansas City St. Louis 
Chicago Los Angeles San Francisco 
Cincinnati New Orleans Washington 


Affiliated: Canadian Appraisal Company, Ltd. 
Montreal and Toronto 


The Incidence of Taxes 
(From page 16) 


Under the 1954 Code these in- 
voluntary conversion provisions 
may also apply to property sold 
or disposed of in order to conform 
to the acreage limitation provisions 
of the Federal reclamation laws. 
Further, livestock destroved by 
disease or sold on account of 
drought may constitute an invol- 
untary conversion. 

You should recognize that it is 
not always prudent to elect a non- 
recognition of gain. The election 
is mainly valuable where a com- 
pany needs working capital badly 
and can thus conserve its cash, 
which would otherwise be paid out 
for income tax. From a purely tax 
standpoint income taxes will prob- 
ably be less if the taxpayer does 
not make the election, but goes 
ahead and pays the 25‘. capital 
gain tax. This results from the 
fact that he will get a higher basis 
for depreciation and the deprecia- 
tion may be deductible at a rate 
in excess of 25‘.. Of course, this 
would not apply in the case of land 
or other non-depreciable property. 


Self Insurance 


Occasionally, I have noted that 
one of our clients does not carry 
insurance on some portion of his 
property. This is commonly re- 
ferred to as self insurance. 


For accounting purposes a re- 
serve for self insurance is usually 
set up on the books. That is, based 
on past experience, estimated losses 
for the year are charged to expense 
with a contra-credit to the reserve 
account. Actual losses incurred are 
charged to the reserve account at 
the time of loss. 

It is sound accounting practice 
to use a self insurance reserve. 
However, the additions to a re- 
serve for estimated losses are not 
deductible for tax purposes. Only 
actual losses are deductible. This 
is so even though the risk might 
be so great that insurance could 
not be obtained. 

It is generally recognized that it 
is good business to have adequate 
insurance. In addition to this you 
might point out to your clients 


that the use of insurance, in con- 
junction with the involuntary con- 
version provisions previously men- 
tioned, would produce more flexi- 
bility income tax-wise and _ also 
may result in less tax. 

For example, under self insur- 
ance there would always be a net 
loss represented by the difference 
in the loss and the reduction in 
income taxes resulting from the 
deduction of that loss. However, 
the use of insurance would _ pro- 
duce a deduction for the premiums 
and any loss might be fully re- 
covered. Furthermore, in case of 
an insurance recovery gain, non- 
recognition of the gain could be 
elected by the client. 


Split-Dollar Insurance 


Split-dollar insurance can be an 
attractive form of providing a cor- 
porate executive with life insur- 
ance at a minimum cost to the 
executive. 

Basically, the “‘split-dollar” plan 
provides that the employer pay an 
amount of premium equal to the 
increase in cash surrender value of 
the policy each year, with the em- 
ployee paying the remainder of 
the premium, if any. Upon the 
death of the insured, the employer 
is entitled to recover the cash sur- 
render value of the policy, with a 
beneficiary designated by the em- 
ployee receiving the remainder of 
the face value. 

Under this plan the employee 
usually pays the first year’s pre- 
mium in full, the amount there- 
after dropping sharply until by the 
end of about the seventh to tenth 
year, he will pay nothing for his 
share of the insurance. Of course, 
the amount of death benefit to the 
employee declines each year but, 
in spite of this, his cost for the 
insurance is extremely low. The 
employer recovers his entire cost. 
Thus, this seems to be a good 
chance for an employer to gain 
an employee’s good-will at no ac- 
tual cost to himself. 

Taxwise, the insurance premiums 
are not deductible by either the 
employer or the employee, but 
neither are the proceeds taxable. 

At one time a question was 
,raised as to whether the difference 

(More on page 34) 
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CORPORATION 


Mr. Friendly’s distinguished collection of big savers! 


NO. OF YEARS = TOTAL SAVINGS Or, how 15 leading firms saved $3,193,474* through 


safety programs and American Mutual dividends! 
Sprague Electric Co. 8 yrs. $287,553 
Each trademark in Mr. Friendly’s exhibit (and then some!) marks 
Acushnet Process Co. 8 yrs. 227,083 another tirm that has saved bundles of money with the help of 
F American Mutual's safety engineering service and premium- 
Continental Mitts 8 yrs. 66,000 reducing practice of annual dividends to policyholders. 
The Lionel Corp. 5 yrs. 165,995 These premium reductions have netted these 15 companies total 


savings from manual rates of over 2!2 million dollars—a real master- 
Wolverine Tube 9 yrs. 145,352 piece of economy! 
Why not let Mr. Friendly show you how to practice safety to the 


Keasbey & Mattison Co. 6 yrs. 418,968 ; 
tune of savings like these—in people, morale, dollars? 
Heintz Manufacturing Co. 9 yrs. 465,912 
Send for free brochure. Mr. Friendly will be more than happy to send you 
Hamilton Paper Co. 8 yrs. 83,613 his new brochure called “How 15 Companies Saved $3,193,474." It’s abso- 
lutely free and without obligation. Just write: American Mutual Liability 
The Freiberg Mahogany Co. 7 yrs. 49,907 Insurance Company, Dept. NB-1, 142 Berkeley Street, Boston 16, Mass. 
Avondale Mills 7 yrs. 135,000 a 
sss | American Mutual 
Huttig Sash & Door Co. 6 yrs. 135,644 LIABILITY INSURANCE COMPANY 
: ] The Midland Steel Products Co. 6 yrs. 329,654 Service from 78 fully staffed offices! 
a im. 454,471 Savings opportunity from substantial dividends! A M 


*Ditference between manual rates for these industries and premiums 
Sealed Power Corporation 6 _ 164,767 actually paid by these companies for number of years shown. 
“a eee Mr. Friendly in American Mutual's trademark symbolizes the spirit of cooperauon and 
TOTAL SAVINGS FOR ALL 15 COMPANIES 3,193,474 service typical of American Mutual Representatives everywhere. 
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The American Society of Insur- 
ance Management, Inc., held its 
first luncheon meeting of ASIM 
members and guests in Pittsburgh 
on December 3, 1957, with 32 per- 
sons attending. 


The meeting was an informal get- 
together to review the past activi- 
ties of ASIM, to outline its future 
programs, and to discuss the poss:- 
bility of the affiliation of the Insur- 
ance Buyers of Pittsburgh with the 
American Society of Insurance 
Management, Inc. 


J. Douglas Hanley, Insurance 
Manager of the Pittsburgh Con- 
solidation Coal Company, and a 
former Director of ASIM, intro- 
duced Ralph W. Low, Insurance 
Manager for Westinghouse Electric 
Corporation who was recently 
elected a regional vice-president 
of the American Society of Insur- 
ance Management, Inc.; and Frank- 
lin A. Hunter, Insurance Manager 
of Eastern Gas & Fuel Associates; 
as well as Peter A. Burke, Manag- 
ing Director of ASIM from New 
York. 

Regional vice-president Low re- 
ported on the new district created 
at the Annual Meeting of the 
American Society of Insurance 
Management held in Chicago on 
November 12, 1957. This new dis- 
trict comprises western Pennsyl- 
vania, West Virginia, eastern Ohio, 
and several counties in up-state 
New York. 
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Reporting his impressions of the 
Board of Directors’ Meeting held in 
Chicago recently, Franklin A. 
Hunter, newly-elected Director of 
ASIM, stated that he was very 
favorably impressed with the man- 
ner in which the directors handled 
the affairs of the association and 
that he was particularly impressed 
with the reports of the various 
chapter representatives. 

Peter A. Burke, Managing Direc- 
tor of ASIM, outlined the history 
and growth of ASIM, with 17 chap- 
ters in principal cities in the United 
States and Canada. 

He emphasized the corporate 
insurance education program, the 
various serninars sponsored by both 
the local chapters and the national 
organization. He related the role 
of ASIM in Federal legislation per- 
taining to Floor Insurance, Atomic 
Energy, Nuclear Hazards and the 
proposed model Workmen’s Com- 
pensation acts. 

Mr. Burke informed the group 
of some of the programs approved 
at the recent annual meeting of 
ASIM in Chicago: the cooperation 
with universities and colleges in 
establishing Risk Management 
Courses; and an Industry Commit- 
tee to cooperate with the National 
Association of Insurance Commis- 
sioners. 

A great deal of credit is due to 
Mr. Hanley for his constant efforts 
in behalf of the American Society 


of Insurance Management, Inc., 
and for the response of those who 
attended the first ASIM meeting 
in Pittsburgh. 


Those attending the first meeting 
of the American Society of Insur- 
ance Management, Inc. in Pitts- 
burgh are, standing (left to right) : 
J. Douglas Hanley, Pittsburgh Con- 
solidation Coal Company, former 
Director of the American Society 
of Insurance Management, Inc.; 
Gerard O. Griffin, Dravo Corpora- 
tion; William Cochrane, Westing- 
house Air Brake Company; George 
Clark, Rockwell Manufacturing 
Company; Morris Mayes, Pitts- 
burgh & West Virginia Railway 
Company; W. T. Kiehl, Jr., Rock- 
well Manufacturing Company; 
Stephen Karas, Mine Safety Appli- 
ances Company; Peter A Burke, 
Managing Director, American So- 
ciety of Insurance Management, 
Inc.; T. J. Noel, The Rust Engineer- 
ing Company; D. W. Kelso, Neville 
Chemical Company; S. J. Prentice, 
Jr., Gulf Oil Corporation; Wayne 
S. Harrison, Aluminum Company 
of America; Franklin A. Hunter, 
Eastern Gas & Fuel Associates, 
Director of the American Society 


of Insurance Management, Inc.; 
John B. Hukill, National-U. S. 
Radiator Corporation; Paul H. 


Schindler, Youngstown Sheet and 
Tube Company, Regional Vice- 
President of the American Society 


(More on page 33) 
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Preparation of Cases on Appeal 
(From page 14) 


ting a full history. In addition to 
this, their secretaries should be 
likewise informed of the import- 
ance of obtaining a complete his- 
tory. Many times, a doctor may 
develop, in his conversation with 
the injured man, more informa- 
tion than an investigator can get 
because the injured man may lower 
his guard with a doctor or with a 
doctor’s nurse or secretary and 
actually tell the truth. 


* 


As stated above, this sounds very 
elementary, but it should’ be 
brought home that many times a 
case that looks good on paper is 
literally blown to bits when the 
witnesses are thoroughly ques- 
tioned by the attorneys, before 
they testify, or on the witness 
stand. It should be recognized as 
a fact that while this is a funda- 
mental, it is the heart and soul of 
proper and careful preparation of 
a case before trial. 

In many of the cases on appeal, 
the question involved is the extent 
of the injuries. Careful investiga- 
tion, in serious cases, of what the 
Claimant has been doing since the 
accident, with particular reference 
to his activities. After he has 
reached his maximum _ improve- 
ment, so to speak, this information 
is important. In the proper case, 


the use of motion pictures, if taken 
by skilled investigators and oper- 
ators, many times are of immeas- 
urable help. These pictures can 
now be taken in color and they 
many times disclose, in very vivid 
terms, to a Jury what an investi- 
gator cannot adequately describe 
from the witness stand. Therefore, 
the use of investigators equipped 
to take pictures is urged in serious 
cases. 

Frequent examinations should 
be made by the employer’s and 
insurer’s doctor, especially where 
the man has been given a disability 
rating which is the subject of a 
dispute. At first, this might seem 
to be an unnecessary precaution 
and expense. It might be said, if 
a doctor believes that the man has, 
for example, a 20‘. permanent dis- 
ability of his leg, what is the need 
of a further examination? It could 
be said, if the disability is perma- 
nent and if it is 20‘., it will not 
change. It is important, however, 
to bear in mind that estimates 
of disability cannot be made with 
mathematical certainty. In addi- 
tion to this, the doctor making 
them is human and may make a 
mistake. Further, the injury may 
improve and it may get worse, and 
if a Jury learns that the injured 
man has been checked at intervals 
of every several months, that doc- 
tor’s testimony will be given much 
greater weight than the doctor who 
saw the man on perhaps one occa- 


sion and again just immediately 
before the trial. 


* 


The trial attorney can only do 
his best with the material before 
him. The material must be, there- 
fore, furnished by the employer 
and insurer. An experienced attor- 
ney will know how to make the 
best use of his material, the order 
in which to call witnesses, but he 
can only use what he has at hand. 


Compensation cases are not given 
their true importance by the em- 
ployer and insurer because the 
amounts are paid weekly. This is 
not always true with regard to self- 
insurers. If the employers and in- 
surers would consider the over all 
possibilities in each compensation 
case where there is a fracture or 
a serious injury and would look at 
the case from that standpoint, bet- 
ter results could be obtained. The 
difficulty is that most of the time, 
compensation cases are turned over 
to inexperienced men, and men 
who are not well trained and the 
cases are regarded somewhat of a 
nuisance. The fact that the com- 
pensation is paid weekly and in 
small amounts causes management, 
in general, to view them in an im- 
proper light. Many things are taken 
for granted when a compensation 
case is initially reported that 
should not be. Too much reliance 
is place on the fact that the man 


(More on page 42) 


If your business demands the personal service of an efficient, experienced 


insurance brokerage house — may we suggest 


R. H. GORE Company 


Home Office: 209 So. LaSalle Street, Chicago 4, Illinois 
Telephone: CEntral 6-4400 
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Boiler & Machinery Insurance 
(From page 10) 


Relationship of Limit per Accident to Insuring Agreement 


Amount Policy 
of Loss Payments 
Coverage A—Damage to 


Insured’s Property ... $30,000 $30,000 
Coverage B— 

Expediting Expense .. 1,000 1,000 
Coverage C—Property 

Damage Liability .... 10,000 10,000 
Coverage D—Bodily 

Injury Liability ...... 20,000 9,000 

$61,000 $50,000 


Coverage E—This affords assurance of Defense 
and Supplementary Payments on the part of the 
insuring company should the occasion arise to have 
need for it and applies only to Coverages C and D 
mentioned above. 


Coverage F—This affords Automatic Coverage and 
is optional. The Automatic Coverage feature is very 
often treated lightly, especially where a buyer is 
covered in a policy for Blanket Group Descriptions. 
The view is often taken that if he is insuring all 
Boilers, there is no need to have Automatic Coverage 
afforded. This is true inasmuch as it applies to that 
object classification, but with the expansion of busi- 
ness over the past several years, additional locations 
were acquired and in some cases insurance was not 
provided by giving notice to the insuring company. 
Had Automatic Coverage been afforded in the basic 
policy, there would have been coverage afforded for 
objects of a similar nature at the newly acquired 
location for a period of ninety days. Other important 
features of Automatic Coverage are that it applies 
to similar objects at an insured location that might 
hereafter be installed and also applies to similar 
objects at any other location owned or leased or 
hereafter acquired by the Insured, but important 
also is the fact that it applies only to Direct Damage 
Coverage and only on an Actual Cash Value basis. 
If a buyer has Repair or Replacement Coverage and 
U&OQ, it is necessary to afford these coverages by 
endorsement at any other acquired properties. 


The Insuring Agreement also offers several general 
terms which specify that coverages are afforded in 
event of loss from an accident to an object desig- 
nated and described, occuring, 


A. During a policy term, 


B. When the object is in use or connected 
ready for use at the specified location, 


C. In accord with the Limit per Accident 
afforded and subject to the exclusions, 
conditions and definitions that form a 
part of the basic policy. 


Direct Damage Coverage 


In discussing the tie-in with certain fire policies, 
it is necessary to recognize that no fire policy has 
any Extended Coverage which assumes liability for 
Steam Boilers and it, therefore, becomes necessary 
in all cases to insure Steam Boilers in a boiler policy. 


Certain fire policies afford coverages of various 
extent as it applies to Hot Water Heating Boilers, 
Hot Water Supply Boilers, Fired and Unfired Pres- 
sure Vessels. Inasmuch as most of the fire insurance 
afforded is either on a Standard Extended Coverage 
Form, or under the Superior Form of Fire Extended, 
the comments here are directed to each of these two 
forms of fire coverage. It is recognized that some 
Extended Coverages go beyond the scope indicated 
here. 


The Superior Form of Extended Coverage is 
similar to that offered by the Factory Mutuals, or 
the F.I.A., and assumes liability for objects operating 
to and including fifteen pounds, but generally 
specifically excludes any liability for objects con- 
taining steam regardless of their pressure. Recog- 
nizing the type of fire policy in existence, it becomes 
a very simple matter to develop a group description 
in a boiler policy that will afford coverage at the 
point in which the fire policy drops off for any 
Boiler, Fired or Unfired Pressure Vessel. In the case 
of some of the Standard Extended Fire Policies, they 
assume liability for explosion of Pressure Vessels 
regardless of either pressure or contents. It is im- 
portant to recognize, however, that in a boiler and 
machinery policy coverage is broader in scope under 
the Definition of Accident than that of an Extended 
Fire Policy in that liability is assumed for burning, 
bulging, cracking of cast metal parts, if leakage 
occurs, in addition to explosion, collapse or tearing 
asunder. 


Furnace Gas Explosion is insured by endorse- 
ment in a boiler and machinery policy and is a 
standard part of the Extended Coverages of fire 
policies. We do not recommend that Furnace Gas 
Explosion be endorsed in a boiler policy if the 
coverage is already afforded under Extended Cover- 
age of a fire policy because this brings about some 
duplication of coverage and additional cost. 


It is quite possible that there may be joint cover- 
age and liability between the boiler and fire carrier 
in those cases where a combustion explosion might 
occur within a Pressure Vessel, such as an Acetylene 
Generator or an Aftercooler. The definition afforded 
in each of the two forms of coverage indicate accept- 
ance of liability and the matter of loss is handled 
between the two companies. From the standpoint 
of the insurance buyer, he has protection and it is 
up to the insurance companies to resolve the item 
of reimbursement. 


Coverage afforded for various Mechanical Equip- 
ment, such as Pumps, Steam Engines, Flywheels, 
Compressors, Internal Combustion Engines, Extru- 


(More on page 35) 
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William J. Kleinknecht 
Appointed to BDSA 


The appointment of William J. | 
Kleinknecht, General Superintend- | 
ent of the American District Tele- | 
graph Company, New York City, 
N. Y., as Assistant Director of the | 
Communications Division of the | 
‘ Business and Defense Services Ad- | 
ministration, U. S. Department of 
Commerce, was announced re- 
7 cently by BDSA Administrator | 
H. B. McCoy. 
In accepting this appointment, 
Mr. Kleinknecht brings to his new 
post current expert knowledge of 
the central station protective sig- 
naling industry. He is on loan to 
the BDSA from his company and 
will serve without compensation 
from the Government. 


Pittsburgh 
(From page 30) 


f I Inc.; 
| Do YOU Have the Right Protection? 


Mark A. Rush, Eastern Gas & Fuel 
Associates; K. R. Huston, Pitts- 
burgh Consolidation Coal Com- 
pany; Frank J. Stritzinger, Dravo 
Corporation; George A. Korpi, 
Westinghouse Electric Corporation; 
Gordon E. Garnhart, Westinghouse 


Paying for protection you don't need is impractical. Yet, 
on the other hand, having inadequate insurance — espe- 
cially in the case of your boilers and machinery — can be 
downright disastrous. 


Electric Corporation; B. W. Shina- The only way to be sure you have exactly the right pro- 

barger, G. C. Murphy Company. tection is to have coverage that is adapted — or even 
Seated (left to right): J. C. Dick- created — to fit your particular needs. 

son, Pennsylvania Transformer Since this is a service in which our company has special- 

Division McGraw-Edison Com- ized for generations, why not let us help you. Just write 

pany, E. S. Haymond, West Penn or phone us and we'll be glad to provide information — 

Power Company; J. W. Adams, without any obligation on your part. 


Pittsburgh Coke and Chemical 
Company; Glenn D. Hughes, Na- 
tional Steel Corporation; Fred W. 
Siebert, Frick & Lindsay Company; 
Ralph W. Low, Westinghouse Elec- 
tric Corporation, Regional Vice- 
President of the American Society 


MUTUAL BOILER 
Company; Robert Kingsley; Cru- INSURANCE COMPANY 


J 3 cible Steel Company of America; 
E. A. McMillin, John F.CaseyCom- | 225 WYMAN STREET « WALTHAM 54 
pany; A. D. McCombs, Jr, John F. 

Casey Company; and H. H. Yates, MASSACHUSETTS 
West Penn Power Company. 
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The Incidence of Taxes 
(From page 28) 


between the employee’s propor- 
tionate share of the premium and 
the amount actually paid by him 
should be taxed as additional com- 
pensation. But this question has 
been set to rest by a Revenue rul- 
ing (55-713) to the effect that the 
transaction is treated as if the 
employer made interest-free loans 
to the employee in amounts equal 
to the annual increases in cash sur- 
render value. 


Key Man Insurance 


Key man insurance may be very 
valuable to corporations particu- 
larly closely held corporations. For 
instance, it may be employed to 
provide funds for redeeming a 
stockholder-executive’s stock at his 
death; for paying deferred com- 
pensation to an executive; or for 
paying any obligation the corpora- 
tion may have to a deceased execu- 
tive’s dependents. 

Also, as you may know an em- 
ployer can pay a death benefit to 
an employee’s beneficiaries, up to 
$5,000 for each employee, and such 
payments will not be taxed to the 
beneficiaries. Key man insurance 
might be used to provide funds 
for $5,000 payments for a number 
of key executives. ‘ 

Generally speaking, the corpora- 
tion gets no deduction for pre- 
miums it pays on key man insur- 
ance, but neither are the proceeds 
taxable. 

In order to make sure that the 
premiums paid by the corporation 
will not be treated as additional 
compensation to the employee, the 
insurance must be kept separate 
from the compensation obligation. 
Further, it must be solely a cor- 
porate investment in that the 
company pays the premiums and 
is the beneficiary of the policy. The 
employee should not obtain any 
rights under the policy. 

There has been a recent Tax 
Court case that may make key 
man insurance less attractive, if 
the Court’s reasoning should be 
more widely adopted. 

The case I refer to is that of 
Henry E. Prunier (28 TC No. 4; 
Paragraph 74321, 1957 P-H). 


Here’s what happened: 


Henry and his brother Joe owned 
almost all the stock of the cor- 
poration. Each brother took out 
policies on his own life, later 
named the corporation beneficiary, 
and gave the other brother the 
right to change the beneficiary. 
Premiums were paid by the cor- 
poration, but it did not deduct 
them. The brothers did not treat 
the premium payments as income 
to them. It was agreed between the 
brothers that the proceeds of these 
policies would be used by the cor- 
poration to buy out the stock inter- 
est of whichever brother died first, 
at an agreed price. 


The Court (with three dissents) 
held that the premiums paid by 
the corporation were taxable in- 
come to the brothers. Its reasoning 
was that the arrangement did not 
benefit the corporation, since it 
would be no richer when one of 
the brothers died. The corporation 
was merely a funnel through which 
the insurance proceeds were to be 
transmitted, and was not the true 
beneficiary. This would be so be- 
cause by using the proceeds to buy 
the deceased brother’s interest, the 
survivor’s proportionate interest 
and control would thereby be in- 
creased. Thus, if the premiums 
were not taxed to the brothers, 
they would be in the position of 
getting the benefit from the poli- 
cies with no cost to themselves. 


This case is along the same line 
as Oreste Casale (26 TC No. 131, 
Paragraph 74028, P-H 1957) where 
a Tax Court held that premium 
payments by a corporation on a 
policy it took out to meet a de- 
ferred-compensation contract were 
really dividends to its 98‘. presi- 
dent-stockholder. However, the 
Casale case was reversed by the 
U. S. Court of Appeals, second cir- 
cuit, which held on September 5, 
1957, that the premium payments 
were not income to the stockholder. 


Partnership Buy-Sell Agreements 


The taxation of partners’ “buy 
and sell’ agreements funded by life 
insurance policies has been liberal- 
ized under the 1954 Code. 

For example, suppose Adams, 
age 60, and Bates, age 40, are busi- 
ness partners. Adams is in ill health 


and is no longer insurable. How- 
ever, he already has a $100,000 
policy on his own life with his wife 
as beneficiary. He assigns the policy 
to Bates, making Bates the owner 
and beneficiary. Bates pays him, 
say $60,000 (the fair value of the 
policy at the time) and takes over 
the payment of premiums. 

Now, assumes Adams dies after 
Bates has paid $10,000 in premiums. 
Thus Bates will have paid a total 
of $70,000 and will have a gain of 
$30,000. 

Under the 1939 Code the $30,000 
gain would have been taxed as 
ordinary income. However, under 
the 1954 Code such gain:will not 
be taxed. (Sec. 101 (a) (2)). 


In the usual arrangement of re- 
ciprocal policies among partners, 
all of the cases I was able to find 
held that the premiums could not 
be deducted as business expense 
because the insured is considered 
to be an indirect beneficiary. The 
Internal Revenue Service has even 
ruled (Rev. Rul. 73) that this is 
so where one of the partners was 
forced to take out insurance on 
the threat of withdrawal by the 
other partners. The proceeds of 
these policies will not be taxed to 
the survivors. 


By reciprocal policies I mean the 
arrangement whereby pursuant to 
an agreement among the partners, 
each partner takes out a policy on 
his own life in favor of the others 
and pays the premiums himself, 
or assigns the policy to the partner- 
ship which pays the premiums. 

Another arrangement is for each 
partner to take out policies on the 
lives of the others to provide funds 
for the purchase of a deceased part- 
ner’s interest. Here, too, the pre- 
miums are not deductible, nor are 
the proceeds taxable. Of course, 
the estate of the deceased partner 
will own the policies of the surviv- 
ing partners, but, under the 1954 
Code, the survivors can buy the 
policies from the estate without 
being taxed on the proceeds aris- 
ing from the subsequent death of 
one of the surviving partners. 


Employee Pension Plans 


Ben Franklin wrote: “Only two 
things in this life are certain— 
(More on page 42) 
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Boiler & Machinery Insurance 
(From page 32) 


sion Presses, Chippers, Paper Machines, etc., are 
generally afforded only in the machinery portion of 
the boiler and machinery policy. The Extended Cover- 
ages of the fire policies indicate exclusions for these 
objects and one exception might be the fact that 
should a Crank Case Explosion occur within an 
Internal Combustion Engine, the Extended Cover- 
ages of the fire policies indicate exclusions for these 
objects and one exception might be the fact that 
should a Crank Case Explosion occur within an 
Internal Combustion Engine, the Extended Coverage 
of the fire policy assumes liability. From the stand- 
point of coverage afforded by the machinery carrier, 
the general liability is assumed under certain condi- 
tions for the breaking into two or more parts of the 
object or any part thereof, burning out of the object 
or any part thereof, and the distortion of a shaft 
not caused by the cracking of the shaft. There are 
other modifications, but basically these are the three 
strong points to recognize. Electrical Equipment, 
such as Motors, Generators, Transformers, Switch- 
boards, Circuit Breakers, Load Centers, Bus Work, 
Cables, Rectifiers, etc., have a definite need to be 
insured in a boiler and machinery policy inasmuch 
as the Definition of Accident is similar to that 
afforded for Mechanical Equipment and the fire 
policy confines its liability generally to the respon- 
sibility for damage by lightning and fire that might 
occur within or outsde of the object. An important 
item under the definition afforded for the Electrical 
Equipment in a boiler and machinery policy is that 
electrical burning, in its basic term, must be accom- 
panied by a short circuit and the liability also 
includes responsibility for damage resulting from a 
fire within the object if as a result of a short circuit. 
In other words, there would be joint loss with the 
fire carrier for the fire within the object in the case 


just mentioned and also for damage caused by 
lightning if short circuit occurred. 


Indirect Damage Coverage 


Various forms of Indirect Damage Coverage can 
be afforded to a basic policy by endorsement, such 
coverages include Consequential Damage, Power 
Interruption, Outage and Use and Occupancy. These 
coverages are also afforded by endorsement in a 
fire policy, but the responsibility, or liability, that 
might develop, either between the machinery carrier 
or the fire carrier, depend upon the circumstances 
leading to damage. A fire policy will include cover- 
age under Consequential Damage Endorsement for 
any damage, or spoilage of goods, resulting from a 
fire. In a boiler and machinery policy, the spoilage 
of goods, either in process or storage can only be 
covered by a specific endorsement which would 
designate the value and goods referred to along with 
the process if it’s intended to apply. 

Generally speaking, Power Interruption Coverage 
available in a boiler and machinery policy is broader 
in scope than that offered by the fire carrier and it 
is well to look at both carriers for the design of 
coverage that could be afforded if there is a need 
for this form of coverage. Basically, Power Inter- 
ruption is that form of coverage which agrees to 
reimburse the Insured for certain dollar amounts 
specified as a result of curtailment of operations due 
to an interruption of the services afforded by the 
Utilities, such as power, heat or water. 

Use and Occupancy, as afforded by the boiler 
carrier, is available in either of two forms; one 
known as the Valued Form with a specified Daily 
Indemnity, and the other known as Actual Loss, 
which is afforded without any specified Daily 
amount. In each case the loss limit is that established 
by policy. In fire coverage, the Limit of Loss repre- 
sents the full Annual U&O Value of the Insured. 


(More on page 39) 
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Oldest and Largest 
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Factory Mutual 
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Insurance Carrier 
(From page 8) 


partial, but currently very neces- 
sary, answer and may restore 
profits temporarily but do not cure 
the underlying competitive prob- 
lem. Agency companies must face 
the prospect of cutting over-all 
costs so that a larger portion of the 
premium dollar is allocated to loss 
costs. 

You may well wonder how an 
industry which is so fundamental 
to our whole economy and which 
has shown such vigor and growth 
should be confronted suddenly 
with so many problems. Actually 
some of these problems have been 
building up over a period of years, 
spawned by unsound practices 
which gradually evolved and be- 
came a part of the whole complex 
structure. They cannot be reversed 
over-night because operating and 
rating methods are not sufficiently 
elastic to accommodate rapid 
change. 

Furthermore the industry has 
been lulled into inaction by the 
very long period of over-all satis- 
factory results. Since 1932 the stock 
fire and casualty companies have 
earned a statutory underwriting 
profit of $2,650,000,000. In this 
period only 1946, 1947 and 1956 
showed a statutory underwriting 
loss and the combined loss and 
expense ratio was below 100% 
every years until 1956 when it 
reached 100.7%. Net investment 
income aggregated about $4,660,- 
000,000 while profits from sales of 
securities and appreciation § in 
stocks owned amount to another 
$3,655,000,000 bringing the total in- 
vestment profit to $8,315,000,000. 
Dividends to stockholders were 
well within net investment income 
so the major portion of total earn- 
ings were ploughed back into the 
business. Both volume of business 
and surplus funds of the stock car- 
riers advanced by six-fold to $1% 
billion to nearly $8 billion while 
assets rose five times from $3 
billion to $17,800,000,000. 

However, averages submerge the 
wide differences that exist among 
various companies; differences that 
are often fundamental to their plan 
of operation or the classes of busi- 
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ness underwritten. The last two 
years have been far from satisfac- 
tory for a majority of important 
companies and most of the gener- 
ally orthodox multiple line carriers 
are reporting underwriting losses 
greater than indicated by the in- 
dustry averages, the latter im- 
proved by the result of specialty 
carriers such as those writing a 
large volume of accident and 
health or surety business. In addi- 
tion those carriers specializing in 
fire lines or in automobile have 
been hit considerably harder than 
the averages would indicate. Sev- 
eral reinsurance deals and mergers 
have already been arranged and 
others are in the offing. The situa- 
tion is really serious for many 
carriers. 

Things are never static in the 
insurance business and it is sur- 
prising how many companies come 
and go over a period of time. Since 
we have been watching the fire and 
casualty business nearly 5,000 new 
carriers have come being 
while about 4,000 have retired for 
one reason or another. This net 
gain of about 1,000 companies 
brings the current total to nearly 
3,900. Therefore, carriers 
have retired from business since 
the turn of the century than are 
now engaged in it. Publicity on 
insurance company troubles in 
Teaxs and articles about the failure 
of the ICT, Rhode Island, Inland 
Empire and others have made 
people more inclined to check their 
insurance carriers. This is of bene- 
fit to the vast majority of carriers 
which can stand up under scrutiny. 

Company managements have not 
been standing idly by watching 
their business deteriorate but cor- 
rective measures take time to in- 
augurate and even more time to be 
reflected in operating results. A 
drive is being made seeking better 
relationship of insurance to value 
and term discounts have been re- 
duced on three and five year poli- 
cies for fire, inland marine, bur- 
glary, glass and certain liability 
coverages. Obviously these changes 
will be reflected slowly. Rate in- 
creases have been sought and 
gained in most jurisdictions on 
automobile liability business, one 
of the worst suffers. Because rates 
must be supported by statistical 


data there is an original lag which 
becomes longer during the period 
of processing rates through the 
supervisory machinery and then is 
further extended while waiting for 
outstanding policies to expire and 
to be renewed on the new rate 
level. In a period of rising claim 
costs it is very difficult to keep 
rates in step with experience even 
by use of trend factors. Rates are 
often already out-of-date by the 
time they are adopted, fall further 
behind by the time they are used 
and lag even further by the time 
losses are settled. 

The industry was shocked when 
New York turned down a filing for 
what was considered a very modest 
increase in automobile liability in- 
surance rates at a time when un- 
derwriting experience is so sour. 
Among the reasons advanced by 
Superintendent Holz was one that 
bears very thoughtful and careful 
analysis. He said, “I am of the 
opinion that the loading for gen- 
eral administration expense is 
predicated upon an unsound basis.” 
While he did not elaborate he 
undoubtedly referred to the time 
honored custom of allocating ex- 
penses on the basis of premium 
dollars. On this basis policyholders 
in a high rated territory make a 
higher dollar contribution to ex- 
penses than do those in a low rated 
one. With state premium taxes 
levied in the same manner it can 
be argued that policyholders in a 
high rated territory also bear a 
disproportionately high tax load. 
No matter how it is sliced there 
are only 100 cents in the dollar and 
the road to economic suicide is to 
pay out more than comes in—the 
present plight of the fire and casu- 
alty industry. 

Of course there is nothing sacred 
about fixed percentages, it is the 
final “net” which matters. Graded 
expenses and commissions have 
long been the rule on large com- 
pensation risks. Connecticut has 
just approved a revised filing of 
auto liability rates for male opera- 
tors under 25 based upon a reduc- 
tion in the total production cost 
allowance from 25% to 15‘.. Due 
to adverse experience rates had 
gotten so high it was felt appropri- 
ate to treat acquisition cost the 

(More on page 37) 
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same as public livery and long- 
haul trucking risks which for some 
time have been on a total produc- 
tion cost loading of 15‘. 

Competition for business and 
rising overhead costs have given 
added impetus to the new com- 
mercial property coverages and 
other package policies which open 
the door to account selling, auto- 
matically reduce administrative 
and sales expense and save time on 
renewals. Combining all coverages 
makes sense from a merchandising 
point of view and makes even a 
small account worth soliciting and 
servicing. The Travelers Insurance 
Companies have inaugurated a 
budget plan under which many 
combinations of family insurance 
premiums may be paid on a month- 
ly basis with one check. Under this 
plan all kinds of insurance are, in 
a sense, wrapped up in a single 
package by a single agent in a 
single group of campanies and the 
total insurance cost is paid month- 
ly, like rent. 

With this brief sketch of some 
of the problems faced by fire and 
casualty companies and what they 
are doing about them, you may 


well wonder “How Good is My 
Insurance Carrier?” Despite the 
most complete financial data avail- 
able on any industry, great care 
and some additional knowledge is 
necessary to properly evaluate a 
company’s position. We have been 
doing it for more than half a cen- 


tury and still don’t know all of 


the answers. However, I will out- 
line briefly some of the major pit- 
falls that any one attempting to 
evaluate a fire and casualty com- 
pany should watch for. 

In looking at a statement of 
assets and liabilities we of course 
want to find out what a company 
really owes and how much addi- 
tional it holds in sound marketable 
assets. In short, what is its “net 
worth.” An evaluation of assets is 
not usually difficult and most car- 
riers maintain assets of sound qual- 
ity and appropriate liquidity. 
Watch for any too large single in- 
vestment and bear in mind that 
stocks of subsidiary insurance com- 
panies may distort the picture. A 
consolidated statement is the best 
approach in this situation. 

In evaluating an insurance com- 
pany’s assets we must always re- 


member that the primary function 
of an insurance company is the 
business of insurance. The invest- 
ment function must necessarily be 
based on the varying requirements 
of the company’s chief purpose in 
life. This imposes certain basic lim- 
itations on investment objectives 
and introduces factors other than 
a mere appraisal of the general 
economic and investment outlook. 
A substantial portion of the funds 
in possession of fire and casualty 
companies are held solely because 
the companies transact an insur- 
ance business. They come into ex- 
istence, first, because insurance 
protection is paid for in advance 
and companies find themselves in 
the position of trustees of sub- 
stantial unearned premiums for 
insurance running into the future. 
They arise, secondly, from funds 
held in loss reserves to cover 
claims in course of investigation 
and settlement, losses incurred but 
not reported and claims payable 
over a period of time. 

Most insurance companies cover 
these insurance liabilities with 
money rate bonds and cash so that 

(More on page 48) 
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Candid Views From Mars 
(From page 12) 


“T could give you dozens of ex- 
amples, Boss, but even 10,000 years 
ago we didn’t use the last five years’ 
loss experience to promulgate rates 
which we guarantee for another 
five years! 


“Those Americans haven’t 
learned a thing from their English 
cousins. Imagine how long Lloyd’s 
would have lasted without freedom 
of judgment and an absence of rate 
and coverage regulation. 

“Well, I take that back, America 
finally did learn from Britain and 
all other insurance people on Earth 
the logic, the good sense, of mul- 
tiple line underwriting. And what 
a beautiful mess those office boy 
to presidents who grew up in a 
fire company have made by decid- 
ing to learn the liability business 
in three easy lessons. 

“And the casualty Horatio Algers 
are no better when they decide to 
‘pioneer’ in the fire insurance busi- 
ness. 


“Now, Boss, you’d think that the 
public — the policyholders — were 
getting something for nothing with 
all these insurance companies los- 
ing their shirts, wouldn’t you? Just 
like a gasoline price war, huh? 
Tain’t so, Boss, but even if it were, 
the insurance industry’s public re- 
lations is so ineffective that nine 
out of ten automobile drivers just 
know that the insurance companies 
are getting fat — and still want 
more. 

“John Q. Public is dead wrong 
in that regard, but maybe he does 
have a legitimate gripe—maybe he 
ought to get back more than 50 
cents on the dollar. 

“Remember, Boss, 10,000 years 
ago when our good professional 
insurance agents were embarrassed 
by the greater number of order 
takers who didn’t know the mean- 
ing of the word service? Our agents 
today earn much more money at 
a lesser cost to the policyholder 
because the parasites are extinct. 

“And the wastage in legal ex- 
pense, especially in the liability 
lines, is unbelievable. 

“T’d like to do a study on that 
for you sometime, Boss, you know 
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—how many pennies out of the 
premium dollar go for lawyers re- 
tained by the claimant—how many 
pennies go down the drain for the 
company’s defense—and the cost to 
the taxpayer of the courts whose 
calendars are hopelessly clogged! 


“And do you remember when a 
claim adjuster’s job in our com- 
pany was better than being a bar- 
tender in a saloon without a cash 
register? Oh, Boss, you and I would 
have a picnic if we could be given 
a free hand in one of those big fire 
and casuatty insurance companies. 


“Tf they didn’t invent inefficiency, 
they certainly perfected it. 

“Gosh, they don’t even under- 
stand cost accounting—as a matter 
of fact, the accepted and required 
principles of insurance accounting 
are so archaic and unrealistic that 
the poor stockholder has to depend 
on an analyst who has to depend 
on a friend in the company to tell 
him whether he’s winning or los- 
ing. 

“You taught me long ago that 
the insurance business is nothing 
but people and paper. Well, 20 
years ago General Motors knew 
more about systems for efficient 
handling of their paper work than 
the insurance companies know to- 
day. 

“But the big wastage is in people. 
For every man who is creative, 
imaginative, practical, resourceful 
and who works as though he were 
in business for himself, the com- 
panies employ at least a hundred 
whose greatest claim to fame is 
that they not only know the names 
of a few agents but, more import- 
ant, the names of the agents’ pol- 
icywriters who for a box of candy 
or bottle of perfume, will guar- 
antee to switch a given number of 
company A’s renewals to com- 
pany B. 

“Aw, Boss, I wish you’d let me 
go into detail about the tens of 
millions of dollars that are wasted 
every year by the companies’ be- 
ing slaves to tradition and custom! 

“When they provide free insur- 
ance by the extension of credit 
and sloppy collection practices; 

“When they allow flat cancella- 
tions; 

“When they sleep on potential 


cost cutting ideas; such as, continu- 
ous policies, direct billing, and 
competitive commission schedules; 


“When they set commissions 
which contemplate policywriting 
and other services on the part of 
the agent and then perform these 
functions at company expense. 

* 

“IT mentioned earlier the stupid- 
ity of rating formulas based on 
obsolete experience and guaran- 
teed for five years into the future 
not for an extra premium, which 
would recognize rising costs, but 
at a discount. But the liability boys 
are just as unrealistic because their 
rates are based on past years ex- 
perience with no trend factor to 
recognize the tail on_ liability 
claims. Wish you’d let me go on, 
Boss! 

“Members of the American So- 
ciety of Insurance Management, 
otherwise known as the BB boys— 
buying burglars—contribute to this 
fine kettle of fish in their own 
inimitable fashion. If you ever saw 
a one-sided battle of wits, this is 
certainly it! Again oversimplify- 
ing, this is the way it works. The 
large users of insurance scour the 
insurance industry for its best 
manpower. They find that well- 
trained, highly imaginative and 
creative technician, who can smile 
besides, and very properly make 
it very attractive for him to come 
over to the other side. They very 
wisely skim off the cream and then 
they match this select group 
against what’s left in the company 
ranks. Aw, it’s pitiful, Boss! 

“These guys are so good that self- 
insurance has never had a chance 
to get under way in America. These 
BB boys don’t understand retail— 
don’t believe in wholesale — not 
even cost plus! Self-insurance? 
When they can buy it at cost- 
minus?!! 

“Aw, Boss, you’re an awful tough 
man to work for. You’ve got a 
lot of patience—you can wait thirty 
seconds for anything to happen! 
So, you’re tired of hearing of 
what’s wrong? You want to know 
what’s going to happen to this 
8-Billion Dollar American indus- 
try? 

“Well, let me quote from an 

(More on page 40) 
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Boiler & Machinery Insurance 


(From page 35) 


In a boiler and machinery policy, the Limit of Loss 
purchased can be established for any amount, either 
greater or less than a year’s values, and this Limit 
is usually established based on the classification of 
object being insured in accord with the maximum 
amount of time it may take to either repair or re- 
place the object and return it to service with full 
production being resumed. For example, insurance 
under Boiler U&O should indicate a Limit of Loss 
according to the size and type of Boiler, the length 
of time it would take to replace it in event of the 
worst condition occurring, such as a boiler explosion, 
and might indicate Limits up to the year’s value. 
U&O Coverage afforded in an average size plant for 
Transformers of normal voltage capacity may only 
require from ten to twenty-five days of coverage 
and it is needless insurance to purchase any more 
days of coverage. 

Fire Coverage also allows the use of either the 
Net Sales Form or Gross Earning Form, as does 
boiler insurance, but the difference appears in the 
Gross Earning Form under fire coverage which form 
includes coverage for the annual Payroll. Boiler 
insuance policies generally afford coverage, when 
Payroll is applied, for a lesser number of days than 
a year because, by and large, an accident to an 
object insured in a boiler and machinery policy 
would cause interruption of services of employees 
for a period of considerably less than a year, whereas 
fire coverage is generally measured under the 
catastrophe or complete plant loss. 

The boiler and machinery coverage also provides 
an engineering and inspection service that is in- 
tended to supplement the engineering and mainte- 
nance departments of an insured. The sole purpose 
of inspection and engineering is to prevent loss and 


it is generally recognized that insurance when pur- 
chased is not purchased with the idea of recovery 
alone, but more often than not is purchased on the 
basis of the engineering and inspection service assist- 
ing them in their loss prevention program. A large 
portion of the premium dollar naturally is expended 
by the Engineering Department of the insurance 
company to assist them in this program of loss 
prevention. 

Any boiler and machinery insurance policy, to 
be most effective, must be designed under the Direct 
Damage and Indirect Damage Coverage necessary 
for any given plant. Coverage that might be very 
adequate in one instance might prove to be inade- 
quate in another due to the fact that the facilities 
and equipment of various companies differ so 
greatly. Coverage afforded for Paper Mills will differ 
materially from one mill to another, either due to 
the exposures of various equipment, difference in 
plant process, availability of spare equipment, and 
the requirements of management pertaining to their 
own insurance program. The same is true for other 
types of industry. 

To summarize the application of boiler and ma- 
chinery insurance, it is necessary for the Insured and 
the Insurer to study other forms of coverage being 
afforded, such as Fire, Public Liability and Inland 
Marine. These forms of coverage some times will 
determine some of the basic coverages necessary to 
be afforded by the boiler and machinery carrier to 
assure proper protection. In view of the many forms 
of coverages afforded by the above-mentioned car- 
riers, there is no standard rule that can dictate 
proper coverage in a boiler and machinery policy. 
The variable factors must be analyzed thoroughly 
before proper design can be afforded. 
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Candid Views From Mars 
(From page 38) 


article in the Chicago Daily News, 
by Sylvia Porter. It’s titled (with 
deletions ) ‘Industry faces shakeout 
in next decade’: 

““A great industry in our land 
is slated to go through a shattering 
shakedown. The era of upheaval is 
opening in this multi-billion dollar 
field right now; the period is fast 
approaching that will separate the 
men from the boys. In the age of 
the missile, the supersonic jet 
fighters, the Earth satellite and 
moon travel, the industry cannot 
survive as it is, according to top 
men in the industry itself. It will 
be the decade of the ’60’s — that 
will witness the fiercest battles and 
heaviest casualties, they predict. 
And when the clouds clear, they 
believe the pattern in the industry 
will bear scant resemblance to to- 
day’s. For: 


—many of the smaller companies 
and some famous names will 
have disappeared or will be 
obscured—because of mergers, 
consolidations, outright busi- 
ness “deaths” 

—most of the corporations re- 
maining in the field will be 
bigger and presumably much 
stronger. 


“Tt happened in the automobile 
industry. At first, there were hun- 
dreds of proud companies. Then 
the industry began shrinking, and 
today it consists of only a handful 
of giants. 

““The pattern has just been re- 
peated in the appliance industry. 
Since 1954, appliance names that 
were familiar in every household 
have disappeared. The field is a 
fraction of the size it was only a 
few years ago, and it’s still being 
shaken down. 

““T’ve interviewed half a dozen 
experts. These are some typical 
and revealing comments: 

““There are simply too many 
companies in the industry, and in 
this confused and fluid period, they 
all can’t survive. I think it would 
be a good thing if the industry was 
narrowed down. 

“Tt always happens when an in- 
dustry matures, said another au- 
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thority. A maturing industry al- 
most always has fewer but stronger 
companies.’ End quote. 

“T bet I fooled you, Boss, I bet 
you thought Sylvia was forecast- 
ing the future of the insurance in- 
dustry. Nope, it was the aircraft 
industry. 

“Why won’t the property and 
casualty insurance industry follow 
the same pattern? Well, perhaps it 
will—but I think far more slowly 
than Sylvia’s predictions about the 
aircraft industry. Here are just a 
few reasons for my belief: 

“The older an industry, the more 
tradition and custom it has; the 
more it resists change. 


“The more an industry is regu- 
lated by bureaus or committees, or 
commissions; the more rules that 
are created as a substitute for judg- 
ment, the slower do the wheels of 
progress and efficiency turn. 


“Secondly, the owners of these 
insurance companies — the stock- 
holders—actually have little voice; 
their protests are unorganized and 
ineffective. 


“Theoretically, the Boards of 
Directors of these great financial 
institutions represent the owners 
—the stockholders; hire and fire 
the company management and hold 
them accountable for their per- 
formances. 


“However, in practice, the chief 
executive of an insurance company 
all too often picks out his own boss 
or bosses. Oh, sure, the stockholder 
has an opportunity to elect a slate 
once a year—but he has a single 
slate ;what’s his choice? 


“Mergers are unlikely to be- 
come fashionable in the insurance 
industry in the immediate future 
even though the interests of stock- 
holders would thus be much better 
served. It is true that one under- 
standable deterrent is the extreme 
difficulty of putting people together 
as contrasted to tangible things. 
The insurance company being 
nothing but paper and people it is 
hard to imagine any kind of busi- 
ness more difficult to integrate. 


“But there is another big reason 
why there will undoubtedly be 
many many dead corporate bodies 
lying in the streets in this great 
insurance revolution before insur- 


ance companies deliberately seek 
each other out in order to join 
forces and thus increase their effi- 
ciency to a point where they can 
survive. The first question that the 
chief executives of two insurance 
companies discuss when they sit 
down to talk the posisbility of 
merger — who is to be number one 
in the surviving company or group. 

“Boss, you have less patience 
than anyone I ever heard of. So 
you're tired of hearing about 
what’s wrong; all you want to 
know now is what’s going to hap- 
pen and when. 

“The only room for argument is 
when, ont what. You and I know 
that you can’t have a successful, 


progressive business economy 
without a sound insurance indus- 


“Insurance is as essential as air 
and water; to the Earthman, that 
is. 

“History teaches that the big re- 
forms, the major changes on Earth 
have always followed war and 
revolution. It seems a shame that 
they have to fight it out instead of 
talk it out, but ‘twas ever thus! 

“The American insurance indus- 
try is closer to a solution to its 
present day problems than it was 
5 years ago, or even a year ago. 
But much more blood must be shed 
before the present revolution in 
property and casualty insurance 
draws to a close. There will be 
fewer insurance companies and 
fewer insurance representatives. 
The stockholder will be paid a 
reasonable wage for the use of his 
capital while at the same time the 
policyholder will get a good deal 
more for his money. 

“Boss, I’m a complete optimist 
as to the certainty of a brilliant 
long-time future for the insurance 
industry in America, but you will 
probably call me a pessimist as to 
my judgment of the time required 
to bring about all of the necessary 
reforms. 

“Okay, Boss, that’s it; now how 
about lettin’ me do a job for you 
on the Earthman’s infant Rocket 
Missile program?” 
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Corporate Insurance 
(From page 27) 


more dollars in claims than they 
paid in premiums. Their real object 
is to make certain as far as possible 
that today’s insurance will protect 
the company as a going concern 
against tomorrow’s’ catastrophe 
loss, at a fair and reasonable pre- 
mium cost. With this in mind it 
may often be in the company’s 
interest to absorb the cost of small 
losses even though they are cov- 
ered by the policy. In this matter 


of forecasting tomorrow’s catas- 
trophe loss the men in the field can 
make a valuable contribution by 
reporting all accidents which cause 
property damage or bodily injury. 
The report of a trifling accident 
may awaken the insurance admin- 
istrators to a new area of hazard 
not previously realized and for 
which insurance should be consid- 
ered, or of the existence of hazard- 
ous conditions which should be 
eliminated. 


Lloyd’s of London 
(From page 18) 


not, at any time, write a policy 
guaranteeing the arrival of an heir 
in the principality of Monaco. 

While the illustrations I have 

given may be of an extreme nature, 
and not likely to be ones that any- 
body make who has studied the 
London market at all, there is 
nevertheless a good deal of doubt 
and confusion, and I shall try to 
answer the following questions: 

What does the London market 
consist of? 

What does the London market 
offer to the insurance buyer 
for American industry? 

How is access obtained to the 
London market? 

What are the legal considerations 
involved in dealing with the 
London market? 


What Does the London Market 
Consist Of? 


The London market, in the pub- 
lic mind, is very nearly synony- 


mous with Lloyd’s; but it does also 
consist, as far as we in the United 
States are concerned, of a number 
of British Companies who under- 
write a dollar account in London. 
The first and most fundamental 
thing that it is important to under- 
stand about Lloyd’s is that it is not 
an Insurance Company, it is not 
incorporated, and there is no cen- 
tral underwriting policy, and no 
top management direction of un- 
derwriting. In fact, there is no top 
management at Lloyd’s. It operates 
on the lines of a club, with an 
elected committee who enforce the 
basic rules and by-laws of the club, 
which are mainly designed to en- 
sure financial security and a high 
standard of business conduct. 
This club has about 4000 private 
individuals as members. For the 
sake of convenience in the trans- 
action of business, these members 
are grouped into syndicates rang- 
ing in size from one member to 
about 400 members, and each of 
these syndicates has a representa- 
tive on the floor of Lloyd’s. This 


(More on page 50) 


help solve it. 


Detroit 
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Among the many functions of a competent insurance agency 
is the knowledge of insurance markets — where to secure the 
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Preparation of Cases on Appeal 
(From page 31) 


was allegedly hurt on the job and 
must, therefore, be entitled to com- 
pensation. 


In Maryland, compensation cases 
tried on appeal are tried de novo. 
Therefore some opportunity is 
given to repair errors that were 
made before the State Industrial 
Accident Commission. In cases, 
however, arising under the Long- 
shoremen’s and Harbor Workers’ 
Compensation Act, the trial on ap- 
peal is on the record only. There- 
fore, if all the testimony is not 
brought out at the hearing before 
the Deputy Commissioner, there 
is little, if anything, that can be 
done about so called newly dis- 
covered evidence, brought to light 
after the hearing before the Dep- 
uty Commissioner. 

There should be close coopera- 
tion between the trial attorney and 
the investigator. In order to func- 
tion as a team, there should ‘be 
complete understanding between 
them in order to obtain the best 
results. The attorney, many times, 
suggests things which the investi- 
gator thinks are foolish. In some 
cases, this may be true, but con- 
sideration should be given to them 
because the amount saved in’ one 
case may compensate and justify 
things done in a number of other 
cases which proved to be unneces- 
sary. 


The Incidence of Taxes 
(From page 34) 


death and taxes.” What taxpayers 
resent is that they don’t come in 
that order. 

The mention of capital gains 
usually tends to soften this resent- 
ment, so I would like to take a 
minute or two to talk about the 
capital gains treatment accorded 
to certain pension distributions. 

In the case of a qualified em- 
ployees’ pension trust, if the total 
amount payable to an employee is 
paid to him, on account of his sepa- 
ration from the service, within one 
taxable year of the employee, the 
amount is treated as a long-term 
capital gain to the extent it ex- 
ceeds the total contributions bv 
the employee. The payment may 
include certain securities of the 
employer. These rules also apply 
to a lump sum payment made to a 
distributee on account of an em- 
ployee’s death. 

The capital gain treatment just 
mentioned also applies where an- 
nuity contracts have been pur- 
chased by an employer for an em- 
ployee. 

If a qualified employees’ trust 
buys endowment or other contracts 
providing life insurance protection 
the employee may be taxed on the 
portion of the employer’s contribu- 
tion paid for this protection. He 
may also be taxed if the earnings 
of the trust are used to purchase 
life insurance. 


The employee is not taxed unless 
either— 


(a) The proceeds of the life insur- 
ance are payable to a _ bene- 
ficiary of the employee, other 
than the trust, or 

(b) In case the proceeds are pay- 
able to the trust, by the terms 
of the plan the trustee is re- 
quired to pay over all of such 
proceeds to a beneficiary of 
the employee. 

The amount on which the em- 
ployee is taxed is the reasonable 
net premium cost, as determined 
by the I. R. S., for the appropriate 
period. 


For example, assume a _ policy 
purchased by the trust provides an 
annuity of $100.00 a month upon 
retirement at age 65, with a mini- 
mum death benefit of $10,000. If 
the policy has a cash value at the 
end of the second years of $500.00, 
the net insurance for such year 
would be $9,500. Thus with a net 
one-year term rate of $6.30 per 
$1,000 for the employee’s age in the 
second year, the amount taxed to 
the employee would be $59.85. 


Conclusion 


The provisions of the income tax 
law that have just been discussed 
in a general way will, I think, 
help you in discussing the tax 
aspects of your insurance pur- 
chases. It is not intended that this 
brief discussion will answer many 
of the tax questions that may arise 
in connection with purchases or re- 
coveries arising from losses. 


Corporations are usually sure their accounting is in order but have C.P.A.’s check it. 


Corporations are usually sure their insurance is in order but they should have it checked. The same 


logic applies to both. 
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CHAPTER DIRECTORY 


AMERICAN SOCIETY OF INSURANCE MANAGEMENT 


ATLANTA CHAPTER 
Veetinas 
President 
Vice-Pres 
yecy. 7 reas, 


To Be Announced 

B. W. Rainwater, Georgia Power Company, Atlanta 

William H. Quay, Jr., The Coca-Cola Company, Atlanta 
W. Ray Walker, Citizens & Southern National Bank 
P.O. Box 4899, Atlanta 2, Georgia 


CENTRAL ILLINOIS CHAPTER 
Meetinas 
President -R. Gehl Tucker, A. E. Staley Manufacturing Co., Decatur 
Vice Pres.-A. A. Baker, Funk Brothers Seed Company, Bloomington 
Seev.-Treas. Robert Lesher 

Funk Brothers Seed Co 
P.O. Box 911 
Bloomington, Tlinois 


CENTRAL MASSACHUSETTS CHAPTER 
Mectinas 
President 
Treasures 
Secretary 


(to be announced) 

Richard Prouty, The Norton Company, Worcester, Mass. 
Robert K. Griffith, Riley Stoker Corporation, Worcester, Mass. 
George M. Betterley 

Betterley Associates 

332 Main Street 

Worcester, Mass 


CHICAGO CHAPTER 
Mectings 
6:00 PM 
Casimir Z 
tion. Chicago 
Vice-Pres~—Richard E. Blakley. The Tribune Company, Chicago 
Treasurer G. J. Burns, Continental Ill. National Bank & Trust, Chicago 
Secretary —Ann Auerbach, Goldblatt Bros., Inc., 
333 South State St.. Chicago 4, Illinois 


President Greenley, International Minerals & Chemical Corpora- 


CINCINNATI AREA INSURANCE MANAGERS 
Meetings 1st Wednesday each month, except July and August. Luncheon 
12:00 Noon 
President. -S. B. Adamson, U. S. Printing & Lithograph Co.. Norwood. Ohio 
Vice Pres. A. J. Haberer, Procter & Gamble Company, Cincinnati, Ohio 
Treasurer P. K. Dykes, The Ohio River Company, Cincinnati, Ohio 
Asst. Treas. W. H. Hiller, The Philip Carey Manufacturing Co., Lockwood, 
Cineinnati, Ohio 
Secretary-H. A. Newman 
Andrew Jergens Company 
2535 Spring Grove 
Cincinnati, Ohio 


DALLAS-FORT WORTH AREA CHAPTER 
Meetings—3rd Thursday each month. Luncheon, 12:00 Noon 
President —-D. ©. Morris, Chance-Vought Aircraft, Inc.. Dallas. Texas 
Vice-Pres.—T. T. Redington, Jr., Dresser Industries, Inc.. Dallas. Texas 
Treasurer —Miss Annetta Johnson, The Murray Company of Texas, Inc.. 
Dallas, Texas 
Secretary—Harold Palmer, The Frito Company 
2600 Cedar Springs, Dallas, Texas 


DELAWARE VALLEY CHAPTER 
Meetings 3rd Monday each month. Dinner. 6:30 P.M. 
President--F. Walter Norcross. The Budd Company, Philadelphia 
Vice-Pres..-Howard C. Giles, E. I. Dupont de Nemours & Company, Ine., 
Wilmington, Delaware 
Treasurer—David D. Day, American Viscose Corporation, Philadelphia 
Asst. Secy.—W. L. United Engineers & Constructors, 
Philadelphia 
Asst. Treas... ©. Jones, Jr., Philadelphia Electric Company, Philadelphia 
Secretary- Charles R. Garton, Atlantic City Electric Company 
1600 Pacific Avenue 
Atlantic City, N. J. 


Higgens, Inc., 


INSURANCE BUYERS ASSOCIATION OF DETROIT 

Meetings—3rd Wednesday each month. Dinner. 6:00 P.M. 
President W. A. Johnston, Chrysler Corporation, Detroit 
Vice Pres..-F. L.. Kiernan, Michigan Consolidated Gas Company, Detroit 
Treasurer N. H. Siegel, Detroit Steel Corporation, Detroit 
Seeretary—E. D. Damon, 

Parke Davis & Company 

Joseph Campau at River 

Detroit 32, Michigan 


HOUSTON AREA INSURANCE BUYERS ASSOCIATION 
AMeetings—2nd Wednesday each month. Luncheon. 11:30 A.M. 
President —Jack T. Campbell, Tennessee Gas Transmission Company, Houston 
Vice Pres.—C. LL. Foley, Humble Oil & Refining Company, Houston 
Treasurer—-Raymond O. Horn, Quintana Petroleum Corporation, Houston 

William D. Suhr, 

Bank of the Southwest 

P.O. Box 2629 

Houston, Texas 


Secretary 
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ond Thursday each month. Bloomington, Ilinois. Dinner: 6:30 P.M. 


3rd. Thursday of each month. September through May. Dinner. 


MARYLAND CHAPTER 


Meetings—3rd Thursday each month at 6:30 P.M. Sept.-June 
President—C. F. Herting, Greenspring Dairy, Inc., Baltimore 
Vice-Pres.—Jesse F. Little, Mercantile Safe Deposit & Trust 
Baltimore 
Secy.-Treas.—Dorothy Graff 
L. Greif and Brother, Inc. 
401 Homeland Avenue, 
Baltimore 12, Maryland 


MINNESOTA CHAPTER 
Veetings 
President 
Vice-Pres. 


Secy.-Treas. 


4th Tuesday of each month. Dinner, 6:30 PLM. 
Howard Weber, Minnesota Mining & Manufacturing Co., St. Paul 
Robert S. Johnsen, St. Paul Terminal Warehouse Co., St. Paul 
William McCabe III 
The McCabe Company 
374 Grain Exchange 
Minneapolis 15, Minn. 


MONTREAL INSURANCE BUYERS ASSOCIATION 


Vectings 3rd Thursday October through May. Luncheon, 12) Noon. 
President—J. G. Harper, Northern Electric Company, Limited, Montreal. 
ltce-Pres.—H. H. Cowan, Steinberg’s Limited, Montreat. 
Secy.-Treas.—Glen Buchanan—The Shawinigan Water & Power Company, 
600 Dorchester St. West 
Montreal, Canada 


NEW YORK CHAPTER 


Meetings—4th Thursday of each month, except July and August: Luncheon, 
12:20 P.M. 

President--H. Stanley Goodwin, McKesson & Robbins, New -York 

Ist | tice-Pres._-Frank Hornby, Jr., Ebasco Services Inc., New York 

2nd Vice-Pres.—William J. Burkett, American Machine & Foundry 
pany, Brooklyn, N. Y. 

Treasurer—J. M. Southwick, Ethyl Corporation, New York 

Robert B. Schellerup, Union Bag-Camp Paper Company 

233 Broadway 


New York, N. ¥. 


Com- 


Secretary 


NORTHERN CALIFORNIA CHAPTER 


Meetings 3rd Thursday of each month. Dinner, 6:00 P.M. 


President--R. W. Humphrey, Southern Pactiic Company, San Francisco, 


Calif. 

id 4 i R. A. Westran, Kaiser Aluminum & Chemical Corp., Oakland, 
Calif. 

Treasurer— Al T. Sparrowe, Fibreboard Paper Products Corp., San Francisco, 
Calit. 


Secretary—J. A. Black, Tidewater Oil Company 


79 New Montgomery Street, San Francisco, California 


OREGON CHAPTER 


Meetings—1st Wednesday of each month. Dinner, 6:00 P.M. 

President . Doyle Pigg, Lipman Wolte & Company, Portland, Oregon 
Vice-Pres.—L. H. Forsythe, The United States National Bank, Portland, 
Oregon 

Secy.-Treas.—Robert S. Horning, Mail-Well Envelope Co. 

P.O. Box 2151 
Portland, Oregon 


SOUTHERN CALIFORNIA CHAPTER 


Meetings—-3rd Wednesday of each month. Dinner, 6:30 P.M. 
President—Roy <A. Balling, Northrop Aircraft, Inc., Hawthorne, California 
Vice-Pres.—William E. Reimer, Carnation Company, Los Angeles, Calif. 


Treasurer—M. J. Bowman, American Potash & Chemical Corporation, 
Los Angeles, California 
Secretary—George P. Kohl. 
Calitornia Bank 
625 South Spring Street 
Los Angeles, California 


VIRGINIA-CAROLINA CHAPTER 


Meectings—-4th Thursday each month except December (Check with Secretary 
for time and place). 

President—A. Grant Whitney, Belk Stores, Inc.. Charlotte, N. C. 

Ist Vice Pres.—Stewart B. Foulke, Jr., Virginia Electric & Power Co., 
Richmond, Va. 

2nd Vice Pres.—B. W. L. 
mond, Va. 

Secy.-Treas. 


Blanton, Larus & Brother Company, Inc., Rich- 
Mrs. Lydia S. Hammond 
Miller & Rhoads, Inc. 


Richmond, Virginia 
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Roster Of Member Companies 


AMERICAN SOCIETY OF INSURANCE MANAGEMENT, INC. 


ATLANTA 


American Art Metals Company 
Atlanta Newspapers, Inc. 
Atlanta Transit System, Inc. 
Citizens & Southern National Bank 
The Coca-Cola Company 
Delta Air Lines, Inc. 
The First National Bank of Atlanta 
Georgia Highway Express, Inc. 
Georgia Power Company 
Georgia State College of 
Business Administration 
Lockheed Aircraft Corporation 
(Georgia Division) 
Southern Airways, Inc. 


CENTRAL ILLINOIS 


Black & Company 

Caterpillar Tractor Company 
Central Illinois Light Company 
Commercial National Bank of Peoria 
Decatur Herald & Review 

Funk Brothers Seed Company 
Honeggers’ & Company, Inc. 
Illinois Power Company 

Illinois Wesleyan University 

S. D. Jarvis Company 

Keystone Steel & Wire Company 
LeTourneau-Westinghouse Company 


Mississippi Valley Structural Steel Co. 


Mueller Company 

Princess Peggy, Inc. 

Rowe Construction Company 
J. L. Simmons Company, Inc. 
A. E. Staley Manufacturing Co. 
Steak & Shake ; 

Veatch Business Service 


CENTRAL MASSACHUSETTS 


American Optical Company 

Bay State Abrasive Products Co. 

Betterley Associates 

Brown & Sharpe Manufacturing Co. 

Greenfield Tap & Die Corporation 

Geometric Tool Company Division 
Greenfield Tap & Die Corporation 

Draper Corporation 

Fitchburg Paper Company 

The Heald Machine Company 

Massachusetts Life Assurance Co. 

Morgan Construction Co. 

Norton Company 

Package Machinery Company 

Riley Stoker Corp. 

Simonds Saw & Steel Co. 

State Mutual Life Assurance Co. of 
America 

The Vellumoid Company 

Worcester Telegram Publishing Co. 

Wyman-Gordon Company 


CHICAGO 


Aldens Inc. 

Allis-Chalmers Manufacturing Co. 
American Bakeries Company 
American Marietta Company 
Automatic Electric Company 
Baxter Laboratories. Inc. 
Bowman Dairy Company 
Brunswick-Balke-Collender Co. 
Bureau of Safety 

Butler Brothers 

A. M. Castle & Company 

The Celotex Corporation 
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Central Fibre Products Company 

City Products Corporation 

Collins Radio Company 

Continental Ill. Nat’] Bank & Trust Co. 
of Chicago 

Container Corporation of America 

Crane Company 

Cuneo Press, Inc. 

Curtiss Candy Co. 

Helene Curtis Industries, Inc. 

Encyclopedia Britannica, Inc. 

R. R. Donnelley & Sons Co. 

The Reuben H. Donnelley Corp. 

Fairbanks, Morse & Company 

Fansteel Metallurgical Corporation 

Lloyd A. Frey Roofing Company 

General American Transportation 
Company 

Goldblatt Bros., Inc. 

Edward Hines Lumber Company 

Inland Steel Company 

International Minerals & Chemical Corp. 

Jewel Tea Co., Inc. 

Joslyn Manufacturing & Supply 
Corporation 

Kawneer Company 

Link-Belt Company 

Liquid Carbonic Corp. 

Magnaflux Corporation 

Marshall Field & Company 

Material Service Corporation 

The Meyercord Co. 

Montgomery Ward & Company 

Moorman Manufacturing Co. 

Motorola, Inc. 

National Standard Company 

National Tea Company 

Natural Gas Pipeline of America 

Northwestern University 

Pabst Brewing Company 

The Peoples Gas Light & Coke Co. 

The Pullman Company 

Pullman Standard Car 
Manufacturing Co. 

Pure Oil Company 

Quaker Oats Company 

John Sexton & Company 

Simoniz Company 

A. O. Smith Corporation 

Spiegel, Inc. 

Standard Oil Co. (Indiana) 

Charles A. Stevens & Company 

Stewart-Warner Corporation 

The Tribune Company 

United Air Lines, Inc. 

United States Cold Storage Corporation 

United States Gypsum Com, anv 

Victor Chemical Works 

Walgreen Drug Stores 

Warwick Manufacturing Company 

The Willett Company 

Wisconsin Electric Power Co. 

Wisconsin Public Service Corporation 


CINCINNATI 


Acme-Newport Steel Company 
American Laundry Machinery Co. 
Armco Steel Corporation 

Bardes Corporation 

Bavarian Brewing Co., Inc. 
Burger Brewing Company 

The Philip Carey Mfg. Co. 

The Cincinnati Enquirer 
Cincinnati Gas & Electric Co. 


Cincinnati & Suburban Bell Telephone 
Co, 

The Drackett Company 

The Duriron Company, Inc. 

The Eagle-Picher Company 

Emery Industries, Inc. 

Federated Department Stores, Inc. 

The Fifth Third Union Trust Company 

The Gardner Board & Carton Co. 

The Globe Wernicke Company 

Robert Gould Company 

The Hamilton Foundry & Machine Co. 

The Andrew Jergens Company 

The E. Kahn’s Sons Company 

The Kroger Company 

The Metal Specialty Company 

The H. H. Meyer Packing Company 


The Mosler Safe Company 

The Nivison Weiskopf Company 

The Ohio River Company 

The Procter & Gamble Company 

The Provident Savings Bank & Trust Co 

Queen City Chevrolet Company 

The Richardson-Taylor Globe Corp. 

Shepard Warner Elevator Company 

The Sorg Paper Co. 

Toms River-Cincinnati Chemical Corp. 

Trailmobile Inc. 

United States Shoe Corporation 

The U. S. Printing & Lithograph Co. 

The George Wiedemann Brewing Co. 

The Western and Southern Life 
Insurance Co. 


DALLAS-FT. WORTH 

American Petrofina of Texas 

Bell Helicopter Corporation 

The British-American Oil Producing 
Company 

Campbell Taggart Associated Bakeries, 
Inc. 

Chance Vought Aircraft, Inc. 

Coca-Cola Bottling Company 

Collins Radio Co. (Texas Division) 

Dallas Power & Light Co. 

Dearborn Stove Company 

Dresser Industries, Inc. 

The Frito Company 

General American Oil Co. of Texas 

Gifford-Hill & Co., Inc. 

Intercontinental Mfg. Company, Inc. 

Lone Star Gas Company 

Lone Star Steel Company 

Magnolia Petroleum Company 

The Murray Company of Texas, Inc. 

The Schoellkopf Company 

Olmsted-Kirk Company 

Otis Engineering Corp. 

Dr. Pepper Company 

Southern Union Gas Company 

Sun Oil Company 

Temco Aircraft Corporation 

Texas Automatic Sprinkler Corp. 

The Times Herald Printing Company 

Zenith Cleaners 
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DELAWARE VALLEY 


american Viscose Corp. 

Armstrong Cork Company 

Atlantic City Electric Company 

The Atlantic Refining Company 
Bestwall Gypsum Company 

The Budd Company 

Best Markets, Inc. 

Campbell Soup Company 

Catalytic Construction Company 
Certain-teed Products Corporation 
E. I. duPont de Nemours & Co., Inc. 
Fidelity Mutual Life Insurance Co. 
Food Fair Stores, Inc. 

Keasbey & Mattison Company 
Kaiser Meta! Products, Inc. 

Mutual Rendering Company, Inc. 
Penn Fruit Company 

Penn Mutual Life Insurance Co. 
Pennsalt Chemicals Corporation 
Philadelphia Electric Company 

The Philadelphia Saving Fund Society 
Pioneer Chemical Works 

Publicker Industries 

Radio Corporation of America 

R. M. Hollingshead Corporation 
Scott Paper Company 

S.K.F. Industries, Inc. 

Smith, Kline & French Laboratories 
Sun Clothes, Inc. 

United Engineers & Constructors, Inc. 
The United Gas Improvement Company 


DETROIT 


Allen Industries, Inc. 

American Blower Corporation 

American Motors Corporation 

Full Dog Electric Products Company 

Burroughs Corporation 

Chrysler Corporation 

Darin & Armstrong, Inc. 

Davidson Brothers 

Detroit Gasket & Manufacturing 
Company 

Detroit Harvester Company 

The Detroit Edison Company 

Detroit Steel Corporation 

Ex-Cell-O Corporation 

Fenestra, Inc. 

Ford Motor Company 

Freuhauf Trailer Company 

Gar Wood Industries, Inc. 

General Motors Corporation 

Goddard & Goddard Company 

Great Lakes Steel Corporation 
(Division of National Steel Corporation) 

The J. L. Hudson Company 

Hygrade Food Products Corporation 

The Jam Handy Organization, Inc. 

Kelsey-Hayes Wheel Company 

S. S. Kresge Company 

Lyon Incorporated 

McCord Corporation 

McLouth Steel Corporation 

Michigan Bell Telephone Co. 

Michigan Consolidated Gas Company 

Michigan Wisconsin Pipe Line Co. 

Micromatic Hone Corporation 

The Murray Corporation of America 

National Bank of Detroit 

Parke Davis & Company 

Pfeiffer Brewing Company 

Square D Company 

The Udylite Corporation 

The Upjohn Company 

The Valeron Corporation 

Verners Ginger Ale, Inc. 

Woodall Industries, Inc. 

Wyandotte Chemicals Corporation 


HOUSTON 


Ada Oil Company 

American Warehouses, Inc. 

Anderson Clayton & Company 

Bank of the Southwest 

Baroid Sales Division of National 
Lead Co. 

Brown and Root, Inc. 

Cameron Iron Works, Inc. 

Commonwealth Oil Company 

Continental Oil Company 

Converted Rice, Inc. 

The Dow Chemical Co. 

Eastern States Petroleum Co. Inc. 

Halliburton Oil Well Cementing Co. 

Homco 

Jefferson Lake Sulphur Company 

Magnet Cove Barium Corporation 

Perforating Guns Atlas Corp. 

Petro-Tex Chemical Corporation 

Quintana Petroleum Corporation 

Reed Roller Bit Company 

River Oaks Corporation 

Schlumberger Well Surveying Corp. 

Sheffield Steel Division of Armco Steel 
Corporation 

Stewart & Stevenson Services, Inc. 

Tennessee Gas Transmission Co. 

Texas Manufacturing Association 

Transcontinental Gas Pipe Line Corp. 

Trunkline Gas Company 

Tuboscope Company 

Union Oil & Gas Corporation of 
Louisiana 

Union Carbide Chemical Company 

J. Weingarten, Inc. 

Win Hawkins Drilling Company 


MARYLAND 


Army & Air Force Exchange Service 

The Arundel Corporation 

Baltimore Contractors, Inc. 

Cafritz Construction Co. 

City Baking Company 

W. T. Cowan, Inc. 

Crown Central Petroleum Corp. 

Crown Cork & Seal Company 

The Davison Chemical Corporation 

The E. H. Koester Baking Co 

Greenspring Dairy, Inc. 

L. Greif & Brother, Inc. 

Gunther Brewing Co., Inc. 

The Hecht Company 

Hutzler Brothers Co. 

Insurance Buyers’ Council 

Harry T. Campbell Sons Corp. 

Emerson Drug Company 

Maryland Shipbuilding & Drydock Co. 

McCormick & Co., Inc. 

Mercantile Safe Deposit & Trust Co. 

Merchants Terminal Corp. 

The National Brewing Co. 

Office of Naval Material 
Department of the Navy 

Olin Mathieson Chemical Corp. 

Schmidt Baking Co., Inc. 


MINNESOTA 


Anderson Corporation 
Cargill, Incorporated 
Coca-Cola Bottling Co. of Minnesota 
The Creamette Co. 
Curtis 1000, Inc. 
Coast to Coast Stores— 
Central Organization, Inc. 
Flour City Brush Company 
Federal Cartridge Corporation 
First National Bank of St. Paul 
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Fitger Brewing Company 

Fullerton Lumber Company 

Gamble-Skogmo, Inc. 

M. A. Gedney Company 

General Mills, Inc. 

Green Giant Company 

Theo. Hamm Brewing Company 

Geo. A. Hormel & Co. 

Industrial Aggregate Co. 

International Milling Company 

Landers-Norblom-Christenson Co 

Land O’Lakes Creameries, Inc. 

Maple Island, Inc. 

Mayo Clinic 

McCabe Company 

Maney Bros. Mill & Elevator Co. 

Minneapolis Brewing Company 

Minneapolis-Honeywell Regulator Co. 

Minneapolis-Moline Company 

Minneapolis Star & Tribune Company 

Minnesota Mining & Manufacturing Co. 

Minnesota & Ontario Paper Co. 

Munsingwear, Inc. 

Nash-Finch Company 

The B. F. Nelson Mfg. Co. 

Northern Ordnance Inc. 

Northrup-King & Company 

Northwest Airlines, Inc. 

W.S. Nott Company 

Owatonna Canning Company 

Owatonna Tool Co. 

M. F. Patterson Dental Supply Co. of 
Minnesota 

F. H. Peavey & Company 

Pillsbury Mills. Inc. 

Queen Stove Works, Inc. 

Rayette, Inc. 

Red Owl Stores, Inc. 

Rochester Dairy Cooperative 

St. Paul Terminal Warehouse Co. 

J. L. Shiely Company 

Super Valu Stores, Inc. 

Toro Manufacturing Company 

Waldorf Paver Products Company 

Western Oil and Fuel Company 

V7inston Bros. Company 

Wood Conversion Company 


MONTREAL 


Aluminum Company of Canada, Ltd. 
Associated Textiles of Canada Limited 
Atlas Asbestos Company Limited 
The Bell Telephone Co. of Canada 
The Bristol Aeroplane Co. of Canada 
(1956) Limited 
Canadian Celanese Ltd. 
Canadian Industries Limited 
Canadian International Paper Company 
Canadian Marconi Company 
Canadian Pratt & Whitney Aircraft 
Company, Ltd. 
Consolidated Paper Corporation Limited 
Distillers Corporation— 
Seagrams Limited 
Dominion Bridge Company Limited 
Dominion Engineering Works Limited 
Dominion Glass Company Limited 
Dominion Textile Company Limited 
Du Pont Co. of Canada (1956) Ltd. 
The Foundation Co. of Canada Limited 
Imperial Tobacco Co. of Canada Limited 
Northern Electric Company, Limited 
Price Brothers & Company, Ltd. 
Rolls-Royce of Canada, Limited 
The Shawinigan Water and Power 
Company 
Steinberg’s Limited 
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NEW YORK 


ACF Industries, Inc. 
Allied Stores Corporation 
Amerace Corporation 
American Airlines 
American Brake Shoe Company 
American Broadcasting-Paramount 
Theatres, Inc. 
American Bank Note Co. 
American Can Company 
American Chicle Company 
American Cyanamid Company 
American District ‘elegraph Co., Inc. 
American Gas & Electric Service Co. 
American Home Products Corp. 
American Machine & Foundry Co. 
American Management Association 
American Metal Company, Ltd. 
American News Co., Inc. 
The American Oil Company 
Anaconda Company 
Anaconda Wire & Cable Company 
Arabian American Oil Company 
Associated Dry Goods Corp. 
Avon Products, Inc. 
The Babcock & Wilcox Company 
Belk Stores, Inc. 
Bell Telephone Laboratories 
The Best Foods, Inc. 
Bigelow-Sanford Carpet Co., Inc. 
Blades & Macaulay 
Sidney Blumenthal & Co., Inc. 
The Borden Company 
Bristol Myers Company 
Burlington Industries, Inc. 
The California Oil Company 
Canada Dry Ginger Ale Co. 
John J. Casale, Inc. 
Celanese Corporation of America 
The Chase Manhattan Bank 
Cities Service Petroleum, Inc. 
City Stores Mercantile Company, Inc. 
Chilean Nitrate Sales Corporation 
Climax Molybdenum Company 
Coastal Oil Company 
Coats & Clark’s Sales Corporation 
The Coco-Cola Export Corporation 
Colgate-Palmolive-Peet Company 
Columbian Carbon Company 
Combustion Engineering, Inc. 
Commercial Solvents Corporation 
Commonwealth Services, Inc. 
Congoleum-Nairn, Inc. 
Consolidated Cigar Corp. 
Continental Baking Company 
Continental Can Company, Inc. 
Continental Grain Company 
Corporate Advisors, Inc. 
Curtiss-Wright Corporation 
Daystrom, Inc. 
Diesel Vessel Operators, Inc. 
Dugan Brothers, Inc. 
The Dime Savings Bank of Brooklyn 
Dow, Jones & Co., Inc. 
Ebasco Services Incorporated 
Esso Research and Engineering Company 
Thomas A. Edison, Inc. 
El Paso Natural Gas Company 
Electrolux Corporation 
Esso Standard Oil Company 
Ethyl Corporation 
Federal Paper Board Co., Inc. 
The First National City Bank of 
New York 
The Firth Carpet Company 
The Flintkote Company, Inc. 
Foster-Wheeler Corp 
Robert Gair Co., Inc.—Division 
of Continental Can Company, Inc. 
Geigy Chemical Corporation 
General Aniline & Film Corporation 
General Baking Company 
General Electric Company 
General Foods Corp. 
Gibbs & Hill, Ine. 
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W. R. Grace & Company 

Great Lakes Carbon Corporation 

Guaranty Trust Company 

S. Gumpert Co., Inc. 

M. & M.’s Candies, A Division of 
Food Manufacturers, Inc. 

Hess, Inc. 

Hewitt-Robins, Inc. 

Hudson Pulp & Paper Corp. 

Imperial Paper & Color Corp. 

International Business Machines Corp. 

Interchemical Corp. 

Johns-Manville Corp. 

Johnson & Johnson 

A. & M. Karagheusian, Inc. 

Kearfott Company, Inc. 

Kennecott Copper Corporation 

Knickerbocker Construction Co. 

H. Kohnstamm & Co., Inc. 

Lerner Stores Corp. 

Lever Brothers Co. 

Liggett & Myers Tobacco Co. 

Lily-Tulip Cup Corp. 

Luckenbach Steamship Company, Inc. 

Thomas J. Lipton, Inc. 

R. H. Macy & Co., Inc. 

McKesson & Robbins, Incorporated 

Manufacturers Trust Co. 

Merritt-Chapman & Scott Corp. 

Metal & Thermit Corp. 

Philip Morris Incorporated 

Muzak Corporation 

National Biscuit Company 

National Distillers and Chemical Corp. 

National Starch Products, Inc. 

The Nestle Company 

J. J. Newberry Company 

New York Herald-Tribune 

Olin Mathieson Chemical Corporation 

Otis Elevator Company 

Owens-Illinois Glass Company 

Pan American World Airways, Inc. 

Panaminas Incorporated 

S. B. Penick & Co. 

Chas. Pfizer & Co., Inc. 

Pitney-Bowes, Inc. 

The Port of New York Authority 

Refined Syrups & Sugars, Inc. 

Reliance Manufacturing Company 

Republic Aviation Corporation 

Research Cottrell, Inc. 

Riegel Paper Corp. 

Seagram-Distillers Corp. 

Shein’s Express 

Shell Oil Company 

Sperry Rand Corporation 

Sperry Gyroscope Co. 

Standard Oil Company (New Jersey) 

J. P. Stevens & Co., Inc. 

Sunshine Biscuits, Inc. 

Sylvania Electric Products, Inc. 

The Texas Company 

Tide Water Associated Oil Co. 

Union Bag-Camp Paper Corporation 

Union Carbide Corporation 

United Aircraft Corp. 

Onited Hospital Fund of New York 

United Merchants & Manufacturers, Inc. 

United Parcel Service 

U.S. Industries, Inc. 

United States Plywood Corporation 

United Whelan Corporation 

Universal Pictures Co., Inc. 

Vick Chemical Company 

West Disinfecting Company 

Western Electric Company 

Westrex Corporation 

West Virginia Pulp & Paper Company 

Witco Chemical Company 

Worthington Corporation 

Yale Transport Corporation 


NORTHERN CALIFORNIA 


American Trust Company 

Guy F. Atkinson Company 

Avoset Company 

Bank of America NT & SA 

Bank of California, N.A. 

Bechtel Corporation 

California & Hawaiian Sugar Refining 
Corp. Ltd. 

California Packing Corporation 

California Self-Insurers Association 

California State Dental Association 

Coast Service Company 

The Crocker-Anglo National Bank 

Crown Zellerbach Corp. 

Cutter Laboratories 

Department of Finance — State of 
California 

The Robert Dollar Company 

The Emporium Capwell Company 

Fibreboard Products, Inc. 

The First Western Bank & Trust 
Company 

Foremost Dairies, Inc. 

Honolulu Oil Corporation 

Kaiser Companies 

Kern County Land Co. 

Lando Products, Inc. 

Lenkurt Electric Company, Inc. 

Leslie Salt Company 

Long Stores 

Matson Navigation Company 

Mund, McLaurin & Company 

Pacific Gas & Electric Company 

Pacific Guano Co. 

The Pacific Telephone & Telegraph 
Company 

Pacific Transport Lines, Inc. 

Port of Oakland 

Rheem Manufacturing Company 

Roos Bros., Ince. 

Rosenberg Bros. & Co., Inc. 

Rudiger-Lang Company 

Safeway Stores, Inc. 

Sonora Products Company 

Southern Pacific Company 

Spreckels Sugar Company 

Standard Oil Company of California 

Swinerton & Walberg Company 

Tidewater Associated Oil Company 

Transocean Air Lines 

The Union Ice Company 

Union Lumber Company 

United Air Lines, Inc. 

University of California 

Utah Construction Company 

Wells Fargo Bank 

The Western Pacific Railroad Company 

Wilbur-Ellis Company 


OREGON 


The Bank of California, N.A. 

Blitz Weinhard Company 

Columbia River Packers Association, 
Inc. 

Consolidated Freightways, Inc. 

The First National Bank of Portland 

HYster Company 

Industrial Air Products Co. 

Jantzen, Inc. 

Lipman Wolfe & Company 

Mail-Well Envelope Co. 

Fred Meyer, Inc. 

Oregon Pulp & Paper Company 

Portland Gas & Coke Company 

The United States National Bank 

West Coast Lumbermen’s Association 

White Stag Manufacturing Co. 

Willamette Iron & Steel Company 

Zidell Machinery & Supply Co. 
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SOUTHERN CALIFORNIA 

American Potash & Chemical Corp. 

Baker Oil Tools, Inc. 

Belridge Oil Company 

Cc. F. Braum & Company 

California Bank 

Carnation Company 

Citizens National Trust & Savings 
Bank of Los Angeles 

Consolidated Rock Products Co. 

Consolidated Western Steel Division of 
U. S. Steel Corporation 

The Copley Press, Inc. 

Douglas Aircraft Company, Inc. 

Ehrhart & Associates, Ine. 

The Flintkote Company 
(Pioneer Division) 

The Fluor Corporation, Ltd. 

Forest Lawn Company 

The Garrett Corporation 

Garett & Company, Inc. 

Convair — A Division of General 
Dynamics Corporation 

Gladding, McBean & Company 

Graham Brothers, Inc. 

Griffith Company 

Hammond Lumber Company 

The Alfred Hart Distilleries, Inc. 

Hughes Aircraft Company 

Kaiser Steel Corporation 

Latchford Glass Company 

Lockheed Aircraft Corp. 

North American Aviation, Inc. 

Northrop Aircraft, Inc. 

The McCulloch Motors Corp. 

Marquardt Aircraft Co. 

The May Department Stores Co. 

Metropolitan Water District of 
Southern California 

Pacitic Airmotive Corporation 

United States Borax & Chemical Corp. 

The Ramo-Woolridge Corporation 

Richfield Oil Corporation 

San Gabriel Valley Water Co. 

Santa Fe Drilling Company 

Security-First National Bank of 
Los Angeles 

Signal Oil & Gas Company 

Southern California Edison Company 

Southern California Gas Co. 

Superior Oil Company 

Title Insurance and Trust Company 

Tureo Corporation 

Union Oil Company of California 

Von’s Grocery Company 


VIRGINIA-CAROLINA 


American Enka Corporation 

Belk Stores, Inc. 

Farmers Cooperative Exchanges, Inc. 
Larus & Brother Company, Inc. 
David M. Lea & Co., Inc. 

Miller & Rhoads, Inc. 

National Fruit Product Company, Inc. 
Noland Company, Inc. 

Overnite Transportation Company 
RF & P Railroad Company 

Reynolds Metals Company 
Smith-Douglass Company 

Southern States Cooperative 

Union Bag-Camp Paper Company 
Virginia-Carolina Chemical Corp. 
Virginia Electric & Power Company 


NON-CHAPTER MEMBERS 


Alabama 


The Ingalls Iron Works Company, Inc. 
Stockham Valves & Fittings, Inc. 


Arizona 
Hughes Aircraft Company 


Arkansas 
The Crossett Company 


Colorado 
Colorado Fuel & Iron Corp. 


Connecticut 

Connecticut Light & Power Co. 

The Kaman Aircraft Corporation 
The United States Time Corporation 
Whitney Chain Company 


Florida 
Ryder System, Inc. 


Georgia 

Kinnett Dairies 

H. W. Lay & Company, Inc. 

West Point Manufacturing Company 


Illinois 

Granite City Steel Company 
Moorman Manufacturing Company 
Sundstrand Machine Tool Company 


Indiana 
Insurance Audit & Inspection Co. 


Iowa 
The Rath Packing Company 


Kansas 

Boeing Airplane Company 
(Wichita Division) 

The Carey Salt Company 


Kentucky 
The Mengel Company 


Louisiana 
The California Company 
United Gas Corporation 


Maine 
Central Maine Power Company 


Massachusetts 

Eastern States Farmers’ Exchange. Inc. 
Godfrey L. Cabot, Inc. 

Howard D. Johnson Company 


Michigan 

Hiram Walker & Sons, Inc. 
Gerber’s Baby Foods 

The Dow Chemical Company 


Missouri 

Gaylord Container Corporation 
Division of Crown Zellerbach Corp. 

Panhandle Eastern Pipe Line Co. 

Laclede Steel Company 

Monsanto Chemical Company 

Standard Milling Company 

The Seven-Up Company 

Union Electric Company ot Missouri 


New York 


Columbus McKinnon Chain Corp. 

Cooperative Grange League Federation 
Exchange, Inc. 

Corning Glass Works 

George Hall Corporation 

Harold J. O’Neil 

Mohasco Industries, Inc. 

New York State Electric & Gas Corp. 

Rochester Gas & Electric Corp. 
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Twin Coach Company 
Will & Baumer Candle Company 


Ohio 

Diamond Alkali Company 

E. I. Evans & Company 

Firestone Tire & Rubber Company 

Hupp Corporation 

Ormet Corporation 

The American Crayon Company 

The General Tire & Rubber Company 

The Hoover Company 

The Ohio Company 

The Parker Appliance Company 

The Youngstown Sheet & Tube 
Company 


Oklahoma 
Oklahoma Gas & Electric Company 
Sunray Mid-Continent Oil Company 


Pennsylvania 

Aluminum Company of America 

Aircraft-Marine Products, Inc. 

Blaw-Knox Company 

John F. Casey Company 

Crucible Steel Company of America 

G. C. Murphy Company 

Dravo Corporation 

Eastern Gas & Fuel Associates 

Equipment & Supplies, Inc. 

Fort Pitt Bridge Works 

Frick & Lindsay Company 

H. J. Heinz Company 

Mathiasen’s Tanker Industries, Inc. 

Mine Safety Appliances Company 

National Steel Corporation 

National Supply Company 

National-U.S. Radiator Corp. 

Neville Chemical Company- 

Pennsylvania Transformer Division —- 
McGraw-Edison Company 

Pittsburgh Coke & Chemical Company 

Pittsburgh Consolidation Coal Company 

Pittsburgh & West Virginia Railway Co. 

Rockwell Manufacturing Co. 

The Rust Engineering Company 

Titan Metal Manufacturing Co. 

Weirton Steel Company 

Westinghouse Air Brake Company 

Westinghouse Electric Corporation 

West Penn Power Company 


Rhode Island 

Berkshire Hathaway, Inc. 
Gorham Manufacturing Company 
Grinnell Corporation 
Hammel-Dahl Company 
Wanskuck Company 

Tennessee 

Hardwick Stove Company 


Texas 
The Western Company 


Vermont 

Central Vermont Public Service Corp. 
The National Life Insurance Company 
Washington 

Boeing Airplane Company 

Pacific American Fisheries, Inc. 
Weyerhaeuser Timber Company 
West Virginia 

Pennsylvania Glass Sand Corp. 
Wisconsin 

A. Geo. Schulz Company 

Chain Belt Company 

Fred Rueping Leather Company 
Harnischfeger Corporation 

The Kurth Malting Co. 

Nordberg Manufacturing Co. 
CANADA 

British Columbia Electric Co. Ltd. 
Legrade Inc. : 
Western Canada Breweries Limited 
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Insurance Carrier 
(From page 37) 


over a period of years, cash and 
bonds have been kept at a level 
roughly equal to total liabilities. 
In reviewing assets of individual 
companies, one very important 
point should be kept in mind—the 
relation of such investments to out- 
standing liabilities. A company 
may have a higher than average 
percentage of assets invested in 
real estate, in common stocks or 
in some other class of security yet 
maintain better diversification and 
greater liquidity in relation to out- 
standing liabilities than another 
company with more normal diver- 
sification of assets but larger lia- 
bilities. 

The liability side of the state- 
ment requires very careful evalua- 
tion particularly as to loss and un- 
earned premium reserves. Loss re- 
serves present no serious problem 
on most property claims which are 
usually readily estimated and 
quickly settled. However, because 
of the deferred nature of third 
party liability and workmen’s com- 
pensation claims, the setting up of 
proper reserves is an extremely 
difficult task. If they are too high 
surplus is penalized and so _ is 
underwriting. If too low, surplus 
is overstated and reported under- 
writing results are more favorable 
than is the case. There is no rule- 
of-thumb by which they can be 
judged. Evaluating loss reserves is 
a very intricate matter which in- 
volves the careful study of sched- 
ules filed as part of the “Conven- 
tion” form annual _ statements. 
Moreover, claim reserves that ap- 
peared adequate when originally 
set up may still prove inadequate 
before the claims are finally 
liquidated. 

It is also necessary to understand 
the reasons behind any sudden 
change in loss reserves. A company 
may put several million dollars 
additional in loss reserves in a 
single year. Its loss ratio jumps 
several points, its underwriting 
account goes sour and_ surplus 
shrinks. How should we interpret 
such a development? Does it mean 
that the classes of business written 
by the company have suddenly run 
into trouble, or that it has put a 
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block of inferior business on its 
books, or could it be that current 
business is all right but loss re- 
serves previously set up have 
proven inadequate? It could be any 
one or all three of these factors or 
possibly some other factor such as 
a change in reinsurance treaties 
or retentions. You must know the 
facts. 

Another important item among 
liabilities is the reserve for un- 
earned premiums. It is calculated 
upon the net amount after deduct- 
ing reinsurance credits of prem- 
iums under all policies in force at 
the statement date. Since the 
premiums are normally sufficient 
to absorb both losses and expenses, 
it follows that every well-managed 
company has an equity which will 
be realized in the run-off of the 
business equal to that portion of 
unearned premiums not needed to 
meet claims. This fluctuates from 
year to year and may vary from 
say on workmen’s compensa- 
tion to 50‘« on fidelity and surety. 
A rule-of-thumb estimate often 
used is 40% for carriers writing 
predominantly fire lines and 35‘ 
for carriers engaged primarily in 
the casualty business. Under cur- 
rent conditions it would be logical 
to shade these by five points. 

Differences in unearned premium 
reserves exist not only because of 
differences in classes of business 
underwritten but because of differ- 
ences in operating plans. One com- 
pany writing mainly term business 
may well report unearned prem- 
iums of 1% times its annual net 
writings, while a company with 
similar risks on a yearly or install- 
ment basis may have unearned 
premiums of less than half its net 
volume. A third company may 
write workmen’s' compensation 
business on a monthly reporting 
basis so there exists no unearned 
premium liability. The first com- 
pany has three times as much 
equity in its unearned reserve as 
the second carrier and the third 
company not only has no equity 
but to be placed on a comparable 
basis should be charged an esti- 
mated amount for the run-off cost 
of the business on its books. In 
practice we use our estimate of a 
half year’s losses which we find 
works out equitably. 


unearned 


Properly evaluating 
premiums is also important  be- 
cause when premium volume is 
either advancing or receding statu- 
tory underwriting results are dis- 
torted. This occurs because the 
major portion of expense is in- 
curred when the policy is written 
and such items as commissions and 
state premium taxes apply to the 
whole premium at __ inception 
whether it be a one-year policy or 
a five-year policy. Unless under- 
writing results are adjusted for the 
estimated change in equity in un- 
earned premiums, profits will be 
understated when premiums rise 
and overstated when they decline. 

Rather than adjusting the statu- 
tory underwriting results by the 
amount of the change in equ ty in 
unearned premiums to arrive at a 
more correct estimate of under- 
writing profit or less we use a 
combined loss and expense ratio 
basis. As earned premiums are an 
accurate measure of exposure to 
loss we ratio losses incurred (plus 
loss adjustment expenses) to 
earned premiums to give us the 
loss ratio. As has already been 
mentioned, the major portion of 
expense is incurred when the 
policy is written. Therefore, we 
ratio expenses incurred to net 
premiums written to obtain the 
expense ratio. If the total of the 
two ratios is less than 100 there is 
an indicated profit and if more 
than 100 there is an indicated loss 
of approximately the difference 
between the combined loss and 
expense ratio and 100. 

In the years ahead we may see 
many examples of rising premium 
volume which will increase un- 
earned premiums and reduce sur- 
plus. Some current misconceptions 
and over-emphasis rule-of- 
thumb ratios would indicate a 
deterioration in financial position. 
This is not necessarily the case at 
all and may well be just the oppo- 
site. If larger premiums represent 
an increase in the face amount of 
policies to bring about a more 
realistic relationship of insurance 
to value or an increase in rates 
the company would be underwrit- 
ing the same insurance risks but 
receiving more premiums and in 
the process possibly turning an 

(More on page 49) 
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underwriting loss into an under- 
writing profit. 

Reinsurance also plays an im- 
portant role in the operating re- 
sults of every company. Types of 
reinsurance contracts in force or 
their terms often make quite a 
difference in end results. This is 
of course obvious regarding catas- 
trophe losses but may be over- 
looked on portfolio reinsurance. 
Should a company, for example, 
reinsure half of its risks it is not 
proper to ignore this large reinsur- 
ance and judge the company only 
upon its net retentions. 

Furthermore operating results 
of the primary carrier should be 
judged in relation to gross rather 
than net writings. In our hypo- 
thetical example of one-half re- 
insurance any reported underwrit- 
ing profit would be only half as 
good when related to total busi- 
ness. 

In evaluating a company there 
are many significant differences to 
consider. Some classes of business 
are inherently more hazardous 
than others or subject to a catas- 
trophe hazard or to rather wide 
swings in loss experience. One 
company may have an excellent 
spread of business by territory and 
by class, while another may spe- 
cialize or concentrate its risks in 
a single class or locality. Varying 
reinsurance arrangements will ma- 
terially alter the impact of catas- 
trophe losses. Different investment 
policies may be followed ranging 
from the ultra conservative to the 
more speculative. 


There are participating com- 
panies and non-participating, those 
which obtain business direct and 
those which operate’ through 
agents. In addition, some insurance 
carriers operate on plans which 
vary widely from those in general 
use. Finally, regardless of classes 
of business’ written, territory 
served or plan of operation fol- 
lowed, final operating results may 
vary widely. 

Two companies may present 
nearly identical statements of 
assets, liabilities, unearned prem- 
iums, premiums written and total 
surplus funds. At first glance they 
may appear of equal strength. 
However one operates at a com- 
bined loss and expense ratio well 
below 100‘« while the other ex- 
ceeds 100‘.. The first company 
not only has a higher estimated 
equity in its unearned premium 
reserve but adds to its surplus each 
year while the second company 
grows progressively weaker as un- 
profitable operations eat into its 
surplus. For practical purposes, the 
profitably operated carrier is pos- 
sibly twice as strong as the other 
and may safely write a larger 
volume of business in relation to 
its resources than the company 
showing poor results. 

After evaluating the many differ- 
ences among companies, analyzing 
the adjusted underwriting results 
and trends, ascertaining the qual- 
ity of assets, liquidity position and 
spread of liability, relate them to 
a company’s adjusted net worth 


and see how it stacks up with the 
rest of the industry; whether it is 
below average, average, or above 
average. At least that briefly is 
what we try to do to arrive at an 
opinion and rating of each and 
every company that we _ report 
upon. This year it will present 
more than the usual number of 
problems. 

The resiliency of American busi- 
ness and its ability to adjust to 
changing conditions is world re- 
nowned. The insurance industry 
has grown to impressive size, con- 
sists of many units, is complex, 
regulated and sometimes cumber- 
some in its movements. It has done 
a remarkably good job in the past 
and will weather its present diffi- 
culties, painful as some adjust- 
ments may be. It entered the post- 
war inflationary period in what 
some people at the time considered 
to be an over-capitalized position. 
That was indeed fortunate because 
otherwise it could not have met the 
problems of rapid growth and 
faced its present troubles so suc- 
cessfully. It is certainly not over- 
capitalized today. However, the 
vast majority of carriers are in 
sound condition but to remain so 
must improve operating results. It 
is a source of satisfaction that the 
industry has won the confidence of 
the whole country in its integrity 
and its capacity for valuable ser- 
vice. 


(Address before New York Chap- 
ter of the American Society oj 
Insurance Management, Inc.) 
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Lloyd’s of London 
(From page 41) 


representative is the actual under- 
writer for his syndicate, and is em- 
powered to fix the rates, terms and 
conditions on which he will accept 
risks offered to him. The liability 
of each participating member is 
personal and absolutely unlimited. 
There are, of course, rigorous finan- 
cial requirements, including the de- 
posit of securities before a person 
can become an underwriting mem- 
ber of Lloyd’s and thereby be per- 
mitted to participate in the under- 
writing activities of one of the 
syndicates. 

Now, if you wish to transact 
business on the stock exchange, you 
can only do it through a stock 
broker. In just the same way, if 
you wish to transact business at 
Lloyd’s, you must employ the ser- 
vices of a Lloyd’s broker in Lon- 
don. A private citizen in England 
cannot insure his house or his car 
at Lloyd’s, except through a 
Lloyd’s broker. A Lloyd’s broker 
is a firm of insurance brokers in 
London which has met the re- 
quirements of the Committee of 
Lloyd’s, and is thereby permitted 
to have its representatives on the 
floor at Lloyd’s offering its busi- 
ness and conducting negotiations 
with the various syndicates. 

It is important to remember: that 
no one syndicate is likely to be 
able to accept 100‘% of a risk of any 
size and it will be necessary for 
the broker to work through the 
market, obtaining the support and 
participation of many different 
syndicates, in order to complete the 
placing of a large risk. 

I have not touched in detail on 
the question of financial security. 
There is a network of deposits, 
guarantees, reserve funds and trust 
funds which have stood the test of 
250 years with disasters ranging 
from the San Francisco fire to the 
depredations of such ladies as 
Carol, Edna and Hazel. None of 
these disasters have yet rocked the 
boat. The Lloyd’s trust fund in the 
U.S.A. stands at over $250,000,000, 
and detailed information is avail- 
able to those sceptics who cannot 
take the name of Lloyd’s on trust. 

In particular, I would draw your 
attention to a very excellent pub- 
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lication by Mr. Charles Groves, In- 
surance Manager of Colorado Fuel 
and Iron Corp. (Denver), who 
made an exhaustive on-the-spot 
study of Lloyd’s. In the preface of 
his book, he concludes “The finan- 
cial security of Lloyd’s is beyond 
all reasonable doubt.” 


What Does the London Market 
Offer to the Insurance Buyer 
For American Industry? 


The two principal qualities or 
facilities peculiar to the London 
market, which have a particular 
appeal to the insurance buyer, are 
capacity and flexibility. The need 
for large sums insured, whether in 
the field of physical damage or 
casualty, is something with which 
we are all familiar today. The 
values of plant and equipment in 
this country are at an unprece- 
dented level and are rising stead- 
ily with the increasing costs of 
labor and materials. In the casualty 
field, six figure awards to individ- 
uals are now common place and, 
of course, the aggregate liability 
arising out of major catastrophes, 
such as train or aircraft crashes or 
utility explosions, give rise to a 
need for many millions of dollars 
liability coverage. The capacity 
aspect of all markets in the world 
has been pointed up in the last 
year or so, by discussions which 
are still in progress on the develop- 
ment of adequate capacity for pro- 
tection to industries engaged in 
atomic research and development. 
I can, perhaps, illustrate the value 
of the London market in provision 
of capacity. Last year my firm 
handled the London portion of the 
insurance on one of the biggest 
single risks in the country. Lloyd’s 
Underwriters themselves absorbed 
38°7, whereas the largest company 
in this country took 4‘~. One aspect 
of capacity which is not of direct 
day to day importance to you, but 
which nevertheless deserves men- 
tion, is the question of reinsurance. 
I may be going out on a limb but 
I doubt if there is a risk represent- 
ing an exposure of over one million 
dollars, some part of which does 
not find its way to London through 
reinsurance of American com- 
panies, or reinsurance of the re- 
insurance pools themselves. 

The second facility that the 


London market offers to you and, 
in many ways, the more significant 
one, is that of flexibility. The rea- 
son that the name of Lloyd’s is so 
well known throughout the world 
is because it has always operated 
as a pioneer with new forms of 
coverage, new ideas, in a word — 
original thinking. I am not trying 
for a moment to say that the Lon- 
don market has a monopoly on for- 
ward thinking insurance men, but 
they do have the advantage, 
through the way in which Lloyd’s 
is organized, of a completely free 
hand in their underwriting, which 
is entirely on a judgement basis, 
both as regards breadth of cover 
and rating, without any govern- 
mental or bureaucratic control. 
The underwriters are not bound by 
set forms and set rates, and it is 
entirely within the discretion of the 
individual underwriter to “tailor 
make” a policy to suit the exact 
requirements of any _ particular 
assured. 

When discussing the legal re- 
strictions on the operations of the 
London market in this country, 
you will see, as I have already 
stated, that it is not normally pos- 
sible for Lloyd’s and British Com- 
panies to compete on standard 
coverages. This puts a particularly 
high premium on the initiative and 
enterprise of the London market 
in devising and marketing special 
forms of cover. There is a continu- 
ous pattern that has been apparent 
over the years whereby Lloyd’s 
will devise and market some spe- 
cial form of policy. Normally, as 
with any new form of cover, it 
takes several years to shake down 
to a sound rating basis, a satisfac- 
tory form and a profitable result 
to the insurer. What often happens 
when the experience has been 
gained through trial and error is 
that American domestic companies 
will then file rates and forms close- 
ly in line with those used by the 
London market, and thereby re- 
strict the continued writing of the 
class in London. 

I can illustrate this point with 
one or two specific classes. For 
many years, Lloyd’s had a monop 
oly of what is known as cast insur- 
ance, or film producers indemnity, 
which, as you probably know, is 

(More on page 51) 
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Lloyd’s of London 
(From page 50) 


the key insurance required by mo- 
tion picture producers. A few years 
ago, one of the larger companies 
in this country filed rates and 
forms which have virtually had 
the effect of taking this entire 
portfolio of business away from 
London. The second illustration is 
a form of Use and Occupancy 
Cover, known as Valued U. & O., 
whereby the policy is written with 
a fixed and automatic daily in- 
demnity, in the same way that 
boiler and machinery U. & O. is 
written. Having marketed this 
coverage successfully for a num- 
ber of years, we now find that the 
American companies are coming 
into this field, with the probable 
ultimate result that we will be un- 
able to continue writing this class. 
I could give a number of other 
similar illustrations of this tend- 
ency, but I hope the foregoing is 
sufficient to demonstrate the point 
I am trying to make: that in order 
to maintain a volume of business 
in this country, Lloyd’s has got to 
depend upon its ability to keep a 
jump or two ahead of the domestic 
market, maintaining a high degree 
of flexibility and thereby providing 
for you, the insurance buyer, a 
facility that is paramount in what- 
ever market you use. 

For these reasons, never look on 
Lloyd’s as a negative market. By 
that, I mean don’t wait for the 
capacity problem or the unusual 
situation to arise. Look on it rather 
as a positive market where covers 
are available to improve your in- 
surance program. 

There are numerous other char- 
acteristics of the London market 
that single it out from other mar- 
kets in the world, but I only pro- 
pose to mention two further ones— 
speed and stability. The Lloyd’s 
underwriter is brought up and 
trained to make a snap decision 
once all the facts are before him. 
It has always been my experience 
that a reaction, a quotation, a com- 
mitment can be obtained from Lon- 
don, on even the largest risks, at 
a speed which sets a shining ex- 
ample to the insurance industries 
in the rest of the world. 

In loss settlement, speed is just 


as important. You may recall the 
disastrous East Coast hurricane of 
November 25, 1950. Before Decem- 
ber 31st, just five weeks later, 
Lloyd’s had paid out on account 
over $30,000,000. Last August, a 
manufacturing client of ours had 
a $210,000 flood loss. Within 16 
days, we had paid $150,000 on 
account. 

As far as stability is concerned, 
I think you will always find the 
London market ready to take a 
long term view of a particular class 
of business. Rarely, if ever, is a 
risk cancelled unless the moral 
hazard is shown to be impaired. I 
have never seen a risk cancelled 
by Lloyd’s as the result of a single 
catastrophe or shock loss. In other 
words, if a Lloyd’s underwriter 
writes a risk or enters a class, he 
accepts the fact that he has made 
his bed and, within reason, he ex- 
pects to lie in it. 

For these same reasons, the Lon- 
don market cycles more slowly and 
you don’t get the same drastic re- 
visions in rate or underwriting 
policy, following one or two very 
good or very bad years. 


How Do You Obtain Access to Lloyds? 


When I was describing briefly 
the structure of Lloyd’s, I men- 
tioned that business must come to 
Lloyd’s through a Lloyd’s broker. 
How then do you, the buyer, get in 
contact with a firm of Lloyd’s 
brokers in London? First of all, 
you can go direct and a number of 
people do just that. There are cer- 
tain pitfalls to dealing in this way. 
It may be difficult to convey across 
the Atlantic, through cables and 
letters, the exact requirements, 
problems, and thinking of one 
party to another. The second and 
most usual method of approach is 
through the normal brokerage and 
agency channels in this country. 
The majority of brokers and 
agents of any size will have a run- 
ning account with a firm of London 
brokers, or the United States sub- 
sidiary of a London broker. In fact, 
there are comparatively few 
Lloyd’s brokers maintaining their 
own operation in the United States, 
and the bulk of the business trans- 
acted by Lloyd’s in this country is 
through corresponding brokers or 
agents. I mentioned just now that 
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dealing in the London market is 
subject to pitfalls if there is not a 
meeting of the minds and a com- 
plete understanding between the 
assured and the underwriters. To 
get proper understanding and 
handling of your account, it is im- 
portant that the channel between 
you and London should be through 
a firm which has a thorough under- 
standing of the ins and outs of the 
London market, and at the same 
time, preferably through a firm 
which has a sufficient volume of 
business with London to have de- 
veloped the necessary experience, 
and to carry sufficient weight with 
the market. 

Let us carry this through and 
study the placing of a hypothetical 
line. The management of a large 
manufacturing concern decides to 
become a self-insurer for fire, but 
requires a policy for catastrophe 
protection in the event of a loss 
over $100,000. The requirements 
are explained to and discussed with 
the broker who handled the com- 
pany’s general insurances. The 
broker in this case does not have 
a direct account with a firm of 
Lloyd’s brokers, but places his Lon- 
don business through a firm of 
agents, who has a department spe- 
cializing in the handling of Lon- 
don business. The broker will pass 
on the requirements to this agent, 
who will then transmit them, either 
by letter, cable or telephone to his 
Lloyd’s broker in London. The 
Lloyd’s broker places all his under- 
writing information on what is 
known as a “slip,” and takes it on 
to the floor of Lloyd’s. He ap- 
proaches the syndicate which, in 
his expert judgement, is likely to 
give him the most favorable terms 
for his American client. He may 
decide that the terms offered by 
the first syndicate he approaches 
are not the best obtainable. He will 
then approach a second syndicate 
for an alternative quotation. When 
he is satisfied that he has the best 
available proposition in the mar- 
ket, he will transmit it back 
through the same channels to the 
assured. If the terms are accept- 
able, instructions will be given to 
the Lloyd’s broker to complete the 
placing and, if the risk is one of 
any size, he may have to spread 

(More on page 52) 
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Lloyd’s of London 
(From page 51) 


it over 40 or 50 syndicates, or even 
more, and several British com- 
panies as well, and it may take 
several days to complete. When he 
confirms that he has covered 100‘: 
of the risk, the American broker 
will confirm coverage to the client. 
This whole procedure may sound 
somewhat cumbersome and. of 
course, in practice there are many 
short cuts and, furthermore, pro- 
cedure becomes very rapid and 
slick when you bear in mind that 
it is a day to day procedure for 
the Lloyd’s broker and his Ameri- 
can correspondent or subsidiary 
company. 


The Legal Aspect 


Broadly speaking, the insurance 
laws which govern the placing of 
insurance in foreign markets, gov- 
ern the agent and the broker, and 
not the insurance buyer. 

Many states have what is known 
as a Surplus Line Law. These vary 
quite considerably but thev all 
have the same basic intent, that is, 
to prevent agents and_ brokers 
licensed in that particular state 
from placing business in a foreign 
market which could be written in 
the American market. I stress that 
these surplus line laws control the 
agent and the broker, but not the 


insurance buyer. The insurance 
buyer is a free person entitled to 
buy his insurance wheresoever he 
wishes, and the only obstacle 
placed in his path is that he cannot 
obtain the assistance of his agent 
or broker in doing so if that insur- 
ance could otherwise be obtained 
from American companies. The 
effect of these laws is, of course, 
to prevent foreign insurers from 
cumpeting on standard types of 
insurance and thereby restrict their 
operations to capacity problems or 
special contracts. This, of course, 
brings us back to the point that 
I made when stressing that Lloyd’s 
has to offer to the American buyer. 

At this point, I would just like 
to comment on the legal status of 
those firms, such as my own, which 
are the subsidiary companies of 
Llovd’s brokers in London. There 
are some half dozen such firms. 
They are separate American com- 
panies, properly incorporated in 
the U.S.A., and holding the various 
necessary licenses in whatever 
states are concerned. They, there- 
fore, operate in full compliance 
with state laws and are subject, 
like any other licensee, to the in- 
spection and purisdiction of the 
various state insurance depart- 
ments. 

I think it is fair comment to say 
that these firms are qualified in the 
best possible way to handle Lloyd’s 
business. It is, after all, our sole 


livelihood and not a side shoot 
from the general operation of a 
domestic agency. For this reason, 
liason is maintained with London 
at the highest possible pitch. 

I would mention that surplus 
line laws, to which I have refered, 
in general apply to non-marine 
business. Ocean marine and avia- 
tion business are usually subject to 
free competition. 

There are recommendations 
which I believe are well worth fol- 
lowing when you insure in London. 

(1) Make sure you know what 
market you are in, ie., 
whether it is Lloyd’s or Brit- 
ish Companies or, if both, 
what are the proportions of 
each insurer. 

(2) Make certain there is a ser- 
vice of suit clause on your 
policy, whereby the insurers 
agree to accept service of 
process in the U.S.A. 

(3) Make certain that the chan- 
nel between you and _ the 
London market is through a 
firm of agents or brokers 
who are thoroughly familiar 
with and who _ understand 
the London market. suffi- 
ciently well to make the 
very best use of it on your 
behalf. It’s a market that is 
well worth using. 

(Address before New York Chap- 
ter, American Society of Insurance 
Management, Inc.) 


Atlanta 


American Art Metals Company 
Atlanta Newspapers, Inc. 

Atlanta Transit System, Inc. 
Citizens & Southern National Bank 
Delta Air Lines, Inc. 

The First National Bank of Atlanta 
Georgia Highway Express. Inc. 
Georgia Power Company 

Lockheed Aircraft Corporation 
Southern Airways. Inc. 


Central Illinois 


Rowe Construction Company 


Chicago 


John Sexton & Company 

Baxter Laboratories, Inc. 

Helene Curtis Industries, Inc. 

United States Cold Storage Corporation 


Dallas-Fort Worth 
The Schoellkopf Company 


New Members of ASIM 


Detroit 


McLouth Steel Corporation 
Great Lakes Steel Corporation 
(Division of National Steel Corporation) 


Minnesota 


Coast to Coast Stores — 
Central Organization, Inc. 
Flour City Brush Company 


Montreal, Canada 


Distillers Corporation-Seagrams Limited 
Price Brothers & Company, Ltd. 


New York, N, Y¥. 
Avon Products, Inc. 
City Stores Mercantile Company. Inc. 


Yale Transport Corporation 
Westrex Corporation 


Southern California 


Cc. F. Braun & Company 

Citizens National Trust & Savings Bank 
of Los Angeles 

Latchford Glass Company 


Pennsylvania 

John F. Casey Company 

Crucible Steel Company of America 
Equipment & Supplies, Inc. 

Frick & Lindsay Company 

H. J. Heinz Company 

Mine Safety Appliances Company 
The National Steel Corporation 
The Rust Engineering Company 
Westinghouse Air Brake Company 
Weirton Steel Company 


Oklahoma 

Sunray Mid-Continent Oil Company 
Georgia 

H. W. Lay & Company. Inc. 

New York State 

George Hall Corporation 

Kansas 


Boeing Airplane Company 
(Wichita Division: 


Rhode Island i 
Berkshire Hathaway. Inc. 


Canada 
Western Canada Breweries Limited 
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| HAVE YOU REAPPRAISED YOUR 
a INSURANCE PROTECTION PROGRAM? 


The use of radioactive materials can adversely affect your present coverages. Even though you 
conform to radiation safety codes and regulations, you may be open to exposures and liabilities 
peculiar to your own specific use of isotopes. It is important that you know. 

We are equipped and competent to give you an authoritative answer. Our own staff of pro- 
fessional engineers and insurance experts is backed by one of the nation’s outstanding nuclear 
consulting organizations. We are prepared to evaluate the insurance aspects of your radiation 
exposures, provide engineering service and insurance counsel in developing sound protection. 
negotiate the broadest forms of insurance contracts with the lowest cost and highest limits 
obtainable. You can call upon us to engineer a program for the prevention of property loss and 
personal injury, to aid in your compliance with governmental regulations, to provide informed 
claim handling service in the event of loss. 

These are specialized nuclear insurance services developed by Marsh & McLennan. We would 
welcome the opportunity to discuss their value to your company. 


Marsu & McLEnNNAN 
INCORPORATED 
Insurance Brokers 
CONSULTING ACTUARIES ¢ AVERAGE ADJUSTERS 
Chicago New York San Francisco Minneapolis Detroit Los Angeles Boston 
Pittsburgh Seattle St. Louis Indianapolis St. Paul Portland 
s Duluth Atlanta Vew Orleans Tulsa Milwaukee Phoenix Cleveland 


Washington Montreal ‘Toronto Vancouver Calgary Havana Caracas London 
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The American lady, resident in 
France, was almost frantic as she 
unpacked. 

A three-centuries-old jade carving 
lay shattered in its case! Back in the 
U.S.A. it had been insured for 
$3,000. 

The lady was in tears when she 
called the local insurance man, Amer- 
ican International Underwriters’ 
representative in Paris. He did more 
than pay a claim. He spent weeks in 
searching for an expert in the re- 
pair of antique jade! 

When the work was completed, the 
owner gasped: “But where are the 
cracks?” It actually took an ultra- 
violet lamp to reveal the masterful 
repairs. 


AIU is famous for this kind of 
attentive service all over the world 

whether insuring jade, factories, 
construction, automobiles or any 
other kind of business or personal 
property. 

AIU policies are written in fa- 
miliar American terms. Yet, they 
conform to local laws, conditions and 
customs. Claims are paid promptly, 
in the same currency as premiums— 
including U.S. dollars where local 
law permits. 

A phone call to your regular agent 
or broker will bring AIU’s nearly 
40 years of specialized experience to 
your service. 

Offices are listed. 


Puzzle: 
find the 


$3,000 
cracks 


AMERICAN 
INTERNATIONAL @ 
UNDERWRITERS 


Boston Chicago Dallas Denver Detroit 


Houston Los Angeles Miami New Orleans New York 
Portland San Francisco Seattle Tulsa Washington 
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